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COMMERCIAL UNION 


INSURANCE 
COMPANY 


ASSURANCE CO. LTD, 


Insuring your property 


is practical 


Shooting for the Moon is also problematical or un- 
certain, while Insuring your Property is not only 
practical and certain, but also it is the most eco- 
nomical way to protect yourself against financial los- 
ses due to accidental damage to your physical assets. 


Insurance is so economically sound that today 
no business can afford not to be adequately insured. 


What is adequate insurance? 


This depends basically on the risks faced, or 
as insurance men say, the exposures. The nature of 
the property, its location and its value are other 
factors. It takes insurance experience and knowledge 
to evaluate them in your specific situation. 


This is why it is best to consult an expert, 
independent insurance agent who will not only start 
you right, but will also review your insurance reg- 
ularly to be sure that it remains adequate in chang- 
ing conditions. 


The Commercial Union— North British Group 
of Insurance Companies is one of the leading prop- 
erty and casualty insurance organizations in the 
world. We are represented by thousands of local in- 
dependent agents from Coast to Coast. You will get 
practical insurance advice from the one nearest you. 


COMMERCIAL UNION-NORTH BRITISH GROUP 


Commercial Union Assurance Company, Limited North British and Mercantile Insurance Co. Limited The Ocean Accident and Guarantee Corp., Limited 
American Central Insurance Company Columbia Casualty Company The Mercantile Insurance Company of America 
The British General Insurance Company, Limited The Commercial Union Fire Insurance Co. of N. Y. The Palatine Insurance Company, Limited 

The California Insurance Company The Commonwealth Insurance Company of New York The Pennsylvania Fire !nsurance Company 
Central Surety and Insurance Corporation The Ocean Marine Insurance Company Limited Union Assurance Society Limited 


NEW YORK, N. Y. 
ATLANTA CHICAGO SAN FRANCISCO 
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Editor’s Mail 


Many Inquiries 

“T thought you would be interested 
to know that we have received a 
number of inquiries from companies 
ia Chicago and throughout the 
country concerning the article on 
accounts receivable on punch card 
equipment that appeared on page 
10 of the July issue of your maga- 
zine.” 

“Frankly, I was a little surprised 
at the interest and the fact that people 
took the trouble to write for addi- 
tional information.” 

Lester E. FRANKENSTEIN 
President, E. Kuppenheimer & Co., 
Inc., Chicago, Illinois 


THE Magazine 


“CREDIT AND FINANCIAL MANAGE- 
MENT, so far as I am concerned, is 
the magazine to read in our field. If 
you were to check my files, you 
would find assorted copies going 
back some ten years on subjects of 
particular interest. 

“T have often culled certain articles 
for material for talks before our 
salesmen and find reading of your 
magazine a necessity in keeping up 
with trends and thoughts in the credit 
area. 

“Incidentally, participation in your 
magazine through contribution of 
timely articles or an opinion on a 
forum question adds to one’s stature 
both in and out of the company.” 

C. L. EckstroMm 
Credit Manager, Ditzler Color Divi- 
sion, Pittsburgh Plate Glass Com- 
pany, Detroit, Michigan 


Permanent Collection 


“Since 1937, I have maintained a 
permanent collection of ‘Credit and 
Financial Management’ in my book- 
case. As I was about to have the 
issues for the past couple of years 
bound, I discovered that my copy for 
January 1957 was missing. Would 
you have one available? If so, I 
should be very grateful if you would 
forward me a copy of this edition.” 

CHARLES P. DuMaAs 
Manager, The Canadian Credit Men’s 

Trust Association Limited, Mon- 

treal, Que. 
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HANDLE WITH CARE 


You insure it when you own it 
...why not when you don't? 


When shipment is made—title passes to the purchaser. In 
place of your product there is now an account receivable. 
It is sound to insure while you own the product ... 
equally sound to insure when your customer owns the 
product, and owes you for it. American Credit Insurance, 
by protecting accounts receivable, plays a major role in good 
management . . . makes a basic contribution to financial 
security and sales progress. 


SEND FOR BOOKLET on the many 
advantages of modern credit insurance. 
Write AMERICAN CREDIT INDEMNITY 
Company of New York... Dept. 47. 
300 St. Paul Place, Baltimore 2, Md. 





Protect your investment in accounts receivable 


 “ American 
Credit Insurance 


ANY ACCOUNT...NO MATTER HOW GOOD...IS BETTER WITH ACI 


~ 
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EDITORIAL 


Unrealistic Insurance Awards 


LERT businessmen protect themselves against the normal hazards of opera- 
tion. It is the abnormal and unpredictable hazards that upset their best 
laid plans. 

Modern insurance was developed to protect business and the individual against 
both usual and unusual hazards. Today you can protect yourself and your 
business against most if not all exceptional risks. Considering the risks involved 
and the protection afforded, the premium cost of insurance protection is reason- 
able. Life, fire, liability, casualty, fidelity, marine and many other forms of 
insurance are now available to all businesses and every citizen at a fair cost. 

In recent years, perhaps due to inflation and failure to realize the consequence 
of legal action, insurance companies in some fields have been, to say the least, 
imposed upon. While these impositions relate to some types of insurance, it will 
suffice for illustrative purposes to refer to automobile and general liability 
coverage. 

The premiums on these measures of protection are today inadequate. Insurance 
companies have absorbed heavy losses on such risks. The losses have not been 
caused by inefficiency on their part. They have been due partly to carelessness, 
thoughtlessness and failure of others to think over the effect of unreasonable 
awards on claims. Day by day you read in the paper of a judgment for a stagger- 
ing sum for personal injury. No one suggests that people who suffer bodily harm 
should not be compensated, nor does anyone suggest, with inflation at hand, that 
the measure of compensation should not be greater than it would have been when 
a dollar had full buying power. Nevertheless, it is hard to justify some of our 
modern judgments. 


A jury may assume the attitude that the imsurance company took a risk, is 
well able to pay, and why not let it pay what the plaintiff asks. Does the average 
juror realize that in the last analysis it is mot the insurance company that pays 
the claim? It is borne by each and every citizen who has a policy. When claims 
for excessive amounts are upheld and unreasonable awards follow, premiums 
must go up or the imsurance companies will go broke. 


The insurance business is important in modern life. We could not do without 
it. We would not want to be without it. We want to protect ourselves and our 
businesses but we should not expect any insurance company to be called upon to 
pay claims that are far beyond reason. If we do expect this, then we must be 
prepared to pay for it. 

An educational program that would bring home to every citizen the need of 
being fair and equitable in these situations would benefit all. If claims continue 
to reach unreasonable sums, and if awards are wholly out of keeping with the 
injury or the loss suffered, we shall soon find that premiums adequate to cover 
such situations constitute a burden that cannot be assumed by business in a com- 
petitive market or by the insuring public. Such a condition would be harmful 
to every living person and every going business and indeed harmful to the 
nation’s economy. Let us hope that this trend towards unrealistic awards and 
judgments will be tempered by the rule of reason and that fairness will prevail. 


EXECUTIVE VICE PRESIDENT 
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THE OCTOBER COVER 
' REDIT can find a way, and will, 


even when the sharp competition 
requires the company to supply more 
than a normal number of marginal 
accounts. 

But here was something added! 
The account, laudably enough, fore- 
saw advantages in a merger with a 
manufacturer for whom he made ma- 
chine parts. Thus the manufacturing, 
assembling and selling would be 
combined in one organization. When 
the manufacturer died, he bought 
the business, largely on extended 
terms. 

Came the recession, and making 
payments on the mortgage was a task 
in itself. C. O. D. shipments were out 
of the question. What next? How 
the supplier came to the rescue, how 
the arrangement is working out for 
all, is told on page 23 by William 
E. Johnson, credit manager of Corey 
Steel Company, Chicago. 

In the cover picture with Mr. 


Johnson (left) are George D. Potter 
(center), Corey’s president, and 
Paul J. Darling, vice president and 
director of sales. They are examin- 
ing aluminum extrusions preliminary 
to a sales campaign of the company, 
an aggressive metal service center 
which supplies sheets and bars of 
steel, magnetic iron, aluminum, cop- 
per and brass. 

President Potter, graduate of 
Northwestern University, was in ear- 
lier business connections vice presi- 
dent and director of a large mid- 
western steel warehouse and director 
of sales of the Wolverine Tube Di- 
Vision of Calumet Hecla, Inc. 

Vice President Darling had been 
Vice president and director of a large 
competitive company in steel ware- 
housing. He attended Bradley Uni- 
versity, 

A biographic sketch of Mr. John- 
son accompanies his article. 


General Manager, Edwin B. Moran 
Official Publication of The National Association of Credit Management 
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Washington 


@ Tue Federal Miller Act was amended by this 
year’s Congress to make the one-year time limit 
for filing suit by labor or materialmen on Fed- 
eral public works contracts run from the date 
of last furnishing of labor or material (rather 
than, as formerly, from the date of final settle- 
ment of the contract). The amendment does not 
affect the existing 90-day notice requirement. 
The new law was approved by the President 
August 4th and is effective for all contracts 
executed on or after that date. 

This is the first substantive amendment to the 
Act since 1935 when the National Association 
of Credit Management sponsored original enact- 
ment of the law. 


@ STATE taxing powers on out-of-state business 
having no place of business within the taxing 
state came under intense Congressional scrutiny 
this year following U.S. Supreme Court decisions 
in the cases of Northwestern Portland Cement 
Co. vs. Minnesota and Williams vs. Stockham 
Valves and Fittings (see C&FM, April 1959, 
page 11). 

On August 30th a joint Senate-House Con- 
ference approved a compromise bill to exempt 
an interstate business from being taxed by a 
state on its income if its business activities with- 
in the taxing state are limited to the soliciting 
of orders by a company representative or by an 
independent contractor selling for the company, 
and if those orders are sent outside the state for 
approval or rejection, and if they can be filled 
only by shipment or delivery from points out- 
side the state. 

The resulting legislation also provided for a 
study, either jointly or separately, by the Senate 
finance committee and the House judiciary 
committee on the overall problem of state tax- 
ation of interstate business with recommenda- 
tions for further legislation to be presented to 
Congress not later than July 1, 1962. 


q@ Bankruptcy Act amendments adopted by 





Horses, Horses, Horses 


Hunting of mustangs by planes and mo- 
torized vehicles on public lands in western 
states is barred under a bill upproved by 
the House judiciary committee. 
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the 86th Congress in its first session included 
a number of technical charges to improve ad. 
ministration of the Act sponsored by the Judi. 
cial Conference of the United States and the 
Administrative Office of U.S. Courts. 

One of these amended Chapter XIII of the 
Act (Wage Earners Plans) by removing the 
previous $5,000 per year limitation from the 
definition of “wage earner,” thereby making the 
relief offered by this part of the Act more 
widely available to individual bankrupts. 

Another amended the Act to simplify the fill. 
ing of referee vacancies by providing that where 
there is no change in the existing salary or 
arrangement, a vacancy may be filled on recom. 
mendation of the Administrative Office, the Dis. 
trict Court Judge or Judges, and the Circuit 
Council. 

Another repealed a clause of the Act which 
previously required the referee to transmit cer- 
tain papers to the clerk of the court prior to 
the closing of the case, thereby eliminating what 
the Judicial Conference believed to be an un- 
necessary administrative burden. 

Another provides for automatic adjudication 
and reference upon the filing of a voluntary 
petition in ordinary bankruptcy and reference 
by the clerk of the court in Chapter XI (Ar 
rangement) and Chapter XIII (Wage Earner) 
cases. Still another provides for consolidation of 
the referees’ salary and expense funds into a 
single fund, so permitting an additional saving 
on administrative costs. 

All of the foregoing measures have been 
enacted as Public Laws of the 86th Congress. 


Rosert L. Roper 


@ INSTALMENT credit delinquencies in six cat- 
egories fell off markedly in June in comparison 
with a year ago, said the American Banking 
Association after a survey of 300 banks. The 
six groups were: auto loans purchased from 
dealers, direct bank loans to retail auto buyers, 
personal loans, home appliance loans, FHA Ti: 
tle I and banks’ directly written loans for home 
repair and modernization. 


@ Eacu of the nation’s employees stays home 
from work an average of 7.9 days a year be 
cause of illness or injury, the health, education 
and welfare department estimates. 
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Under Secured Distribution you ship your merchan- 


dise to a Lawrence field warehouse on the premises AWRENCE WAREHOUSE 
of your customer. Lawrence holds the goods subject (OMPANY 


to your delivery instructions. This guarantees NATIONWIDE FIELD WAREHOUSING 


; . 37 Drumm Street, San Francisco 11, California 
prompt payment of your receivables, and makes 100 N. La Salle St., Chicago 2 * 79 Wall St., New York 5 


, ae f OFFICES tN PRINCEPAL CEIUCES 
you a secured creditor on all remaining inventory. Without obligation please send me your brochure ‘the 


‘ ‘ Story of a Business Miracle... by SD”, 
{undreds of credit executives have found S.D. the ’ 
Name 


erfect solution to today’s credit problems. 


Firm Name 


| 
Seni for our brochure “The Story of a Business Miracle by S.D.” » a Address 
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Inmnsuranee as Added 


Security for Credit 


ers credit executive "must be familiar with the modern, varied aspects and 
facets of risk," said moderator Orville B. Tearney, manager of credits and cor- 
porate insurance, Inland Steel Company, Chicago, introducing the panel presentation 
on "Insurance as Additional Credit Security" at the 63d Annual Credit Congress, 
in Dallas. 

Each company should make certain it buys sufficient property insurance to prevent 
jeopardy to its cash and credit, declared J. J. Dorgan, treasurer, Continental Oil 
Company, Houston. Insurance can be "a great aid to a company as well as a credit 
comfort," observed Wallace E. Jeffrey, vice president, Marsh & McLennan, Inc., 
New York, discussing various types of so-called crime insurance. Ability to judge 
accurately the skill, experience and ‘know-how’ of management is the key to successful 
credit extension, said Bertel E. Jonson, assistant to the treasurer, Hunt Foods, Inc., 
Fullerton, Calif. Mr. Jonson's topic was casualty and liability insurance. 

The four addresses, in excerpt, follow.—Ed. 


e ele 1. Protection of the customer’s assets for his benefit. 
Executive Must Be Familiar Sr 


2. Protection of the vendor’s investment as a creditor 
of that business. 

With Modern, Varied Aspects In a summary of “Customer Counselling” published 
by the Credit Research Foundation, the discussion con- 
cerned this question: When counsel customers? One of 
the important recommendations in answer was: “If there 


is any doubt as to the adequacy of the insurance cover- 
ORVILLE B. TEARNEY age.” This point was again emphasized in another sec- 
tion and appeared third in a list of seven most important 
points to review when meeting with customers. 


Manager of Credits and 
Corporate Insurance 


Inland Steel Company 
Chicago, Illinois 


Current Assets Concern Both 


HE credit executives in banks, industrial and com- Credit and Insurance Manager 


mercial concerns have the responsibility for grant- 
ing credit wisely and constructively. One of the specific 
objectives of a well-organized credit division is to supply 
financial counsel to customers. We on this panel believe 
that adequate comprehensive insurance is a part of any J. J. DORGAN 
well planned program of credit and financial manage- Treasurer 
ment, and that because the credit executive does and Continental Oil Company 
should operate within the broadest concept of risk man- Houston, Texas 
agement he must, of necessity, be familiar with the 
modern, varied aspects and facets of risk. 

The following quotation, I believe, amplifies this phi- 
losophy. 

“The trail of credit and financial progress is littered 
with the debris of outworn devices and methods. Plans, 
systems and concepts have a rate of obsolescence just as 
does a piece of machinery. Originally serving their pur- 
poses, they tend to become encrusted with habit and 
tradition to a point where they actually become deter- 
rents to new thinking.” 

The author of this statement is Edwin B. Moran 
(executive vice president, National Association of Credit 
Management). 

In this new thinking we include insurance. As a factor 
in credit it should be viewed in two important aspects: 


ROPERTY insurance is designed to provide ultimate 
protection for the thing closest to a credit man’s 
heart—cash. As financial managers, let us examine this 
thesis from the standpoint of the balance sheet—cer- 
tainly the most familiar tool of the credit man. The cur- 
rent assets are of prime concern to the credit man. The 
insurance man seems to be concerned with the fixed as- 
sets. But, in fact, the insurance man is vitally concerned 
with the current assets since insurance coverages on 
fixed assets are basically ‘designed to protect a company’s 

cash. 
If, for example, Continental Oil Company’s Ponca 
(Concluded on page 40) 
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PANELISTS on “Insurance as Additional Credit Security”, at the 63d Annual Credit Congress, in Dallas. Left to right: the 
moderator, Orville B. Tearney, manager of credits and corporate insurance, Inland Steel Company, Chicago; Bertel E. 
Jonson, assistant to the treasurer, Hunt Foods, Inc., Fullerton, Calij.; J. J. Dorgan, treasurer, Continental Oil Co., Houston; 
and Wallace E. Jeffrey, vice president, Marsh & McLennan, Inc., New York. 


Smaller Accounts May Lack 


Trained Planning Personnel 


WALLACE E. JEFFREY 
Vice President 


Marsh & McLennan, Inc. 
New York, New York 


id IS NECESSARY to keep the subject of the custom- 

er’s insurance in its true perspective. Giving reason- 
able credit terms to very large corporations requires 
little if any verification of their specific insurance pro- 
grams. Almost without exception, these corporations give 
careful consideration to their insurance needs. The pre- 
miums invested in the purchase of adequate protection 
against catastrophes are accepted as a normal expense of 
doing business. 

However, a great majority of the members of the 
National Association of Credit Management grant credit 
to much smaller organizations, and these organizations 
may not have on their staff trained personnel capable 
of arranging an effective insurance program. It is in this 
area where the real danger lurks if a credit executive 
overlooks the stabilizing effect of insurance. protection 
on the part of the customer. 


Types of Crime Insurance 


Using the broadest terminology, there are various 
types of socalled Crime Insurance. The obvious ones 
that come to mind are infidelity on the part of officers 
and employees, holdups and robberies, and forcible en- 
try resulting in burglary. For certain types of business, 
Surcty Bonds could be of the utmost importance. Cer- 

(Concluded on page 38) 


Adequate Coverage Vital in 
Casualty and Liability Field 


BERTEL E. JONSON 


Assistant to Treasurer 


Hunt Foods, Inc. 
Fullerton, California 


NSURANCE introduces security into business ventures. 

Credit judgment considers the business risks, the fore- 
seeable; insurance protects against the unpredictable. 

As the Royal Bank of Canada so ably put it in one of 
its fine monthly letters: “Everyone who owns property is 
under the risk of losing it by fire, theft, storm or other 
malign acts of men or of nature. Only beachcombers 
and vagabonds are free of concern about such things, 
and even they, by the very act of living, have certain 
legal obligations to reimburse others for damage they 
cause.” 

We must necessarily be concerned with all these haz- 
ards as they affect our customers. My assignment is to 
discuss the necessity for insurance protection in the 
Casualty and Liability field as an element in sound credit 
extension. 

First, however, I want to point out something of the 
greatest importance as we consider insurance, our cus- 
tomers, and our work. 

I refer to the matter of appraising management. More 
than any other factor, ability to judge accurately the 
skill, experience and know-how of management, or real- 
ize the lack of competence and be aware of shortcomings 
or weaknesses, is the key to successful credit extension. 
As we seek answers to the fundamental questions “Can 
he pay?” and “Will he pay?” we constantly are faced 
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with attempting to measure managerial ability. Good, de- 
termined management overcomes problems; inept or 
lackadaisical management dissipates even substantial re- 
sources. 

Any business that has obtained counsel, reviewed the 
problems and placed adequate coverage must be given a 
plus in this management area as contrasted with the firm 
that was “too busy,” “didn’t think it necessary,” or was 
even too stupid to consider properly the necessity of in- 
surance protection. We cannot fail to conclude that any 
business ignoring the need for insurance protection 
against the reasonably insurable risks of that business 
lacks proper management. 

If and when you know this, you will, at the very least, 
be wary and on guard in your dealings—just as much 
as when you may have learned they unwisely extend 
large lines of credit, produce inefficiently, or possess any 
of the other signs of weakness and poor management. 


Another factor is that the firm properly protected is free 
from the doubt and worry of these risks, free to concentrate 
its talents and energies on the regular conduct of its 
business. Of course, it must now earn the premiums to pay 
for this desirable state of affairs—but unless its program 
is all wrong, this cost is far less than the consequences 
of catastrophe. 


Insurance, by itself, does not eliminate the risks of a 
business—they are inherent—but the premium charge 
spreads that cost of doing business over many years and 
over many firms so that the cost becomes a manageable 
expense, rather than a disaster. 


Safety and Engineering Services 


Management also gains a benefit from the safety and 
engineering services provided by insurance carriers—as 
we note particularly in areas such as Boiler Insurance 
and Workmen’s Compensation. Not only do you have 
premium savings thereby effected, but in a larger sense 
the accomplishments of these services have produced 
notable lessening of hazards so that costs of doing busi. 
ness have been reduced and efficiency promoted. All this 
has had a pronounced beneficial effect on business. 

The importance of insurance to the successful opera- 
tion of a business is further demonstrated by the growth 
of the professional insurance manager and his depart- 
ment. Many firms know they must constantly study the 
problems involved and make certain they have adequate 
coverage. Insurance is recognized as an important man- 
agerial function—and such attention can even be more 
meaningful for the smaller firm, or marginal risk— 
less able to withstand the sudden, severe loss. There is 
also the growing field of insurance consultants—used by 
even the largest firms and available to others. 

Good brokers and agents are also better informed— 
just as we think credit men are better trained now. 

Behind these developments is the underlying impor- 
tance of insurance in the complexities of present-day 
business operation. As insurance is a must, so too must 
you be informed. This does not mean we are expected 
to be experts in the field, but alert and aware we can bet- 
ter counsel our customers, better serve our firms. Use 
the facilities of your insurance department or consultant; 
recommend to accounts, where needed, that they obtain 
competent advice. 

An area in which they can be of much help is Business 
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Life and Disability insurance or, as it is commenly 
called. Key Man Insurance. This is a fast growing f-eld 
with tremendous possibilities. Almost every situa‘ ion 
needs special handling to suit the particular need, but 
credit executives cannot afford to be uninformed. 

If your customer has anyone whose loss would seri- 
ously disrupt earnings, Key Man Insurance may be nec. 
essary. If the operations are large enough and the loss 
relatively small, then perhaps it can be absorbed—but in 
a smaller operation, the loss of an individual could be 
more disastrous than a fire. 

In sole proprietorships and partnerships, this type 
of insurance can provide funds to pay all inheritance 
taxes and indebtedness of the estate as well as allow for 
continuance under new management. It is often used in 
conjunction with buy-and-sell agreements common to 
many partnerships, also frequently used with sole pro- 
prietorships or closely held corporations to permit pur- 
chase and continuity without denuding the assets of the 
business. 


In some cases, key man insurance is the one thing that 
safeguards the creditors of a business. One factory in 
Chicago suffered three deaths out of four principal owners. 
The first to go was the strong manager, but, wisely, this 
group had provided such insurance for the business on 
each of these principals and the substantial policy proceeds 
provided funds to carry through a long and severe re- 
adjustment until new management was developed. The 
firm was preserved for the heirs—and for the creditors, 


I also recall a large, family-held firm that lost its top 
manager—at the very time it was encountering serious 
postwar readjustments. Though a modest amount of in- 
surance was received by the business, it did not offset the 
loss of this manager’s services and the firm later went 
into Chapter XI. Over a period of years, a very capable 
creditors committee obtained new management, and 
creditors were ultimately paid in full, but all this would 
likely have been avoided with adequate insurance to the 
business on this key man. 


Managerial Ability Factor 


Today, as always, managerial ability may be the most 
important asset of a business. For example, in the elec: 
tronics field, engineering skills may be so vital that the 
loss of an engineer may jeopardize that firm’s profits 
and very existence. There are recent newsworthy cases 
from the movie industry. When Mike Todd’s plane 
crashed, you will recall Elizabeth Taylor was making 
“Cat on a Hot Tin Roof” and was unable to work for a 
period of time. As is customary in the industry, the 
producers had Cast Insurance, whereunder the partici- 
pants in a production are insured against death and dis- 
ability until the film is completed, in order to protect 
the substantial investment and production costs. In this 
situation the insurance company covered all the cor 
tinuing costs until Miss Taylor was able to return to 
work. 

More recently, you will recall Tyrone Power’s ut 
timely death while shooting “Solomon and Sheba,” 4 
reported $6,000,000 production. Not only was there 4 
costly delay involved, but many parts of the film had to 
be remade at very heavy expense. 

Through foresight, those interested in the picture were 

(Concluded on page 37) 





You can walk away with additional Sales 


Credit and sales executives alike cheer the American Express system of secured dis- 
tribution . . . and why? Because it makes a more complete line of your products readily 
available at point of sale—right on your distributor's premises— without increasing credit risk. 


Mail coupon today for free booklet. 
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Is Property Insurance Enough Credit Suppor‘? 


Time Element Coverages Protect While Damage Is Being Repaired 


By ARTHUR N. EAGLES 


Director 


Hartford Fire Insurance 
Training Center 
Hartford, Connecticut 


, a friend who is the 
credit manager of a nationally 
known concern, 
how much atten- 
tion he paid to 
insurance when 
considering the 
credit line of a 
prospective cus- 
tomer. He said, 
“We don’t con- 
sider it at all, un- 
less the credit is 
a bit thin.” At first, I was disap- 
pointed in this answer. It did not 
seem to give much support to my be- 
lief that insurance was important to 
credit. On careful analysis, however, 
it is evident that he implied that in- 
surance is so much a matter of 
course with the well-managed con- 
cerns that creditmen do not consider 
it necessary to check into it. They 
are confident they would find that 
the property involved was protected 
by insurance. However, when the 
credit is “thin,” to use Chuck’s term, 
then prudence dictates that the one 
extending the credit should make 
sure that proper insurance is in 
force. 

This conversation related only to 
property insurance against fire and 
similar perils. If the stock or ma- 
chinery or equipment which had 
been sold on other than cash-on-the- 
barrelhead terms were destroyed by 
a peril insured against, the creditor 
would be confident that the dollar 
value would be replaced by insur- 
ance. In extreme cases, the creditor 
would ask that his name appear on 
the policy and that it be held by 
him to make sure that it exists, al- 
though this is rare except in the case 
of mortgages on real estate, and 
loans on certain commodities. 

To acquaint myself further with 
the point of view of the creditman. 
I looked over a recent issue of 


S— time ago, I asked Chuck 


A. N. EAGLES 


CREDIT AND FINANCIAL MANAGE- 
MENT. I[ read that Edwin B. Moran, 
executive vice president of the Na- 
tional Association of Credit Manage- 
ment, had said at Toledo, “Further- 
more, the credit executive’s counsel- 
ing and developing of the marginal 
account can be a valuable asset to 
the salesman in these days of sharp- 
ened competition.” 

In the same issue, Donald J. Hicks, 
general manager of Chemical Ferti- 
lizer Company, Inc., was quoted as 
saying that “small business is tra- 
ditionally under-capitalized.” As I 
understand these comments, they in- 
fer that the “marginal account,” one 
whose credit is “thin” or one that is 
under-capitalized, is a business that 
has a good idea, good management, 
and integrity, but not enough work- 
ing capital. The salesman wants to 
develop these accounts. It is up to 
the creditman to see to it that they 
are developed prudently. It is such 
accounts that especially need the 
support of insurance, both on their 
property and on their earnings, that 
is. on their financial interest in the 
continued use of their property. 

Insurance protection for income— 
earnings—is what I have been asked 
to discuss in this article. There are 
many different kinds of insurance to 


ARTHUR N. EAGLES in 1946 

organized the Training Cen- 
ter of the Hartford Fire Insur- 
ance Company Group, a school 
conducted for the agents of the 
companies to help them better 
serve their clientele. He has been 
director of the Training Center 
ever since. 

Graduate of Wesleyan Univer- 
sity, Mr. Eagles had been in the 
Brooklyn office, selling and serv- 
icing insurance in that territory. 
At the same time he was a 
lecturer on insurance topics and 
a committeeman for the Insur- 
ance Society of New York. 

Mr. Eagles frequently has ad- 
dressed agents’ meetings on in- 
surance of income, and he has 
written many articles for insur- 
ance publications, in addition to 
serving as consultant on various 


fields. 
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meet different specific needs. We in 
the insurance business refer to the 
whole group as Time Element Cover. 
ages as opposed to Property Cover. 
ages. The expression “time element” 
is used because the insurance pro- 
tects the insured against loss of in. 
come during the time required to 
restore the property that was dam. 
aged by a peril insured against. Ade- 
quate property insurance will make 
sure that the dollar value of the 
property is still available to those 
insured, even though the property 
is destroyed. But supposing some 
property, other than that which is 
sold on credit, is destroyed and that 
the debtor as a result cannot use 
any of his property to produce an 
income for himself from which to 
pay his obligations. Also, suppose 
there is serious damage. 


It has often been stated that 43 per- By 


cent of the businesses suffering seri- 
ous damage fail to reopen. If that 
were the case, your firm, the creditor, 
would lose a customer—a _ potentially 
growing customer. With one of the 
time element coverages, the probabil- 
ity of your customer failing to reopen 
would be greatly reduced. 


In many fires the loss under Time 
Element insurance policies, such as 
Business Interruption insurance, ex- 
ceeds the loss under Property in- 
surance policies. 


Some Examples 


The following examples are from 
the book “Business Interruption In- 
surance,” by Henry C. Klein. 

“Fire spreading through the un- 
sprinklered under-floor air space of 
an otherwise __ sprinkler-equipped 
Michigan refrigerator factory caused 
the floor to collapse, seriously dam- 
aging essential machinery. The prop- 
erty loss was $73,000 but the busi- 
ness interruption loss was $221, 
000.” 

“Fire in an enameling furnace 
caused a property loss of $40,000 
to furnace and stock but, since the 
furnace handled half of the produc 
tion of the factory, the equivalent of 
35 days of production was lost and 

(Continued on page 14) 
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n in depth from Liberty Mutual 


Employee classifications are reviewed by Liberty Mutual’s full-time auditors. 
Proper ratings can save policyholder premium, make payroll distribution easier 
to handle and more accurate. 


How Liberty’s auditing service helps lower 
your workmen's compensation costs 


The accurate pricing of workmen’s compensation insur- 
ance depends on payroll being assigned to the proper clas- 
sification. Since there are hundreds of classifications, these 
assignments must be made skillfully. Often a policyholder 
may be entitled to the benefit of complex rules limiting the 
amount of payroll taken into account in premium computa- 
tions. Our auditors perform a valuable service, over and 
above routine auditing, in discovering ways to save you 
money by proper classification assignments and by applying 
avilable limitation rules to your payrolls. 

“hat is why so many Liberty Mutual policyholders regard 
our auditing service as an important feature of protection in 
depth. 
~ Currently 150 auditors travel out of our national pattern 
of »ranch offices. There are 10 area billing offices to speed 


up service between policyholder and company. Result: fast, 
accurate, fair billing. 

Of course, auditing is only a part of Liberty’s concept of 
compensation insurance. Protection in depth embraces a 
wide range of valuable extra services and resources. It in- 
cludes a research center, a 400-man staff of safety engineers 
and hygienists, a medical advisory service and many more 
facilities and specialists to cut accidents and costs. 


Look for more from 


LIBERTY MUTUAL 


...che company that stands by you 


LIBERTY MUTUAL INSURANCE CO. + LIBERTY MUTUAL FIRE INSURANCE CO. + HOME OFFICE: BOSTON 


Business Insurance: Workmen's Compensation, Liability, Group Accident and Health, Fire, Fleet and Crime 
Personal Insurance: Automobile, Fire, Inland Marine, Burglary, Homeowners’ 





Business Interruption insurance paid 
the loss of $70,000. 

“The destruction by fire of two 
large specially built machines in the 
total destruction of a New Jersey 
floor-covering factory was chiefly re- 
sponsible for a business interruption 
loss of $508,000 or 70 per cent to 
insurance, whereas the underwriter 
had not anticipated a loss in excess 
of 40 per cent. 

“When most of the hides in the 
vats of a Virginia tannery were dam- 
aged by fire and all plank covers of 
the vats were destroyed, a 92 per 
cent loss to Business Interruption in- 
surance was paid, including a ‘stock 
in process’ loss of 120 days, whereas 
the loss to property damage insur- 
ance was 67 per cent.” Many other 
examples, including damage by 
windstorm and other perils, are 
cited. 


Funds Recovered From Insurance 


In each of these cases the insureds 
recovered, from their insurance, 
funds which could be used for the 
payment of taxes, interest, the amor- 
tization of a debt, the retaining of 
important employees and _ officers, 
other continuing expenses, and for 
maintaining the usual profit, all to 
the extent that they would have been 
earned had the business not been in- 
terrupted by the peril insured 
against. 

The Time Element policies assume 
that the insured will use the pro- 
ceeds of his property insurance to 
restore his property—buildings, ma- 
chinery, equipment, and stock. How- 
ever while that restoration is going 
on, he will be faced with certain 
inevitable expenses and the need of 
paying his stockholders or owners 
the usual dividends or profits. 

The typical Business Interruption 
policy promises to pay the insured 
the actual loss sustained, if the busi- 
ness is interrupted by fire or other 
peril insured against. Those three 
words encompass the entire intent 
of the Business Interruption policy. 

What difference does the interrup- 
tion make in his operating state- 
ment? Business Interruption insur- 
ance can make up the difference in his 
profit (figured before income taxes) 
and pay for his necessary expenses. 
Some expenses can be discontinued 
or reduced: for example, ordinary 
labor and fuel. Some expenses will 
inevitably continue, such as the sal- 


Internal Dishonesty 
Is Big Business 


The real culprit for high 
prices may not be wages or in- 
flation but management dis- 
honesty, according to Norman 
Jaspan, president of Norman 
Jaspan Associates and its fact- 
finding division, Investigations, 
Inc., whose company last year 
uncovered more than $60 mil- 
lions in losses, most of them at 
the executive and middle man- 
agement levels. “The overall 
level of prices could be reduced 
as much as 15 per cent if dis- 
honesty could be removed from 
American business, thus totally 
reversing. the present inflation- 
ary pressures,” says Mr. Jaspan. 

“Employee malpractices have 
risen to more than $1 billion a 
year in cash and goods, or al- 
most $4 millions a day, with 
1958 the highest in losses to 
American business from this 
cause in over 25 years.” 

Petty larceny “JD’s’’ (juvenile 
delinquents) will please move 
over. 


aries of key personnel, taxes, de- 
preciation on undamaged property, 
interest on and amortization of debts 
(unless they have been extinguished 
by the proceeds of the property in- 
surance, which would mean that the 
property could not be restored un- 
less new debts were created). 


Each Case on Its Own 


Both non-continuing expenses and 
the continuing expenses, of which 
the preceding are just a few exam- 
ples, will vary greatly with the se- 
verity of the loss, the time of year, 
the time required to rebuild, and 
other circumstances. Each case must 
be considered on its own merits. The 
Business Interruption policy is flexi- 
ble enough to take care of these 
variations, and to provide coverage 
for the actual loss sustained. 

The contractual language that 
controls whether or not a given item 
of expense is necessarily continuing 
is this: It covers “only to the extent 
necessary to resume the normal bus- 
iness of the insured with the same 
quality of service which existed im- 
mediately preceding the date of dam- 
age, and only to the extent such ex- 
pense would have been earned.” It 
may seem that this language would 
be difficult to apply, and, of course, 
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problems do arise. However, those 
problems arise more frequently in 
theoretical discussion than in actu:| 
cases. 

In most actual cases, the applice- 
tion is worked out reasonably by 
both parties, the company and the 
insured. Fewer business interruption 
cases, in relation to the number of 
business interruption claims, get inio 
the courts than property claims, in- 
dicating that this coverage works out 
to the satisfaction of all concerned. 


Coinsurance Clause 


In almost all cases, the Business 
Interruption policy has a coinsurance 
clause (or reduced rate contribution 
clause). This is related to the Gross 
Earnings per year, and Gross Earn- 
ings are precisely defined for use in 
this policy. Sometimes, some mean- 
ing other than the definition in the 
policy itself is incorrectly assumed, 
causing difficulty and disappoint- 
ment. The exact definition of Gross 
Earnings cannot be discussed or even 
quoted in an article of this length. 
It is sufficient to give this word of 
caution. The insured should obtain 
the advice of a competent agent or 
broker to explain to him just what 
he needs. 

The amount of insurance should 
meet two criteria. It should be suf- 
ficient to pay the maximum loss and 
it should be sufficient to meet the 
requirement of the “coinsurance” 
clause. Total losses do occur and it 
is then that the insured needs the 
coverage most. There should be some 
cushion or margin of safety over 
the minimum coinsurance require- 
ments because business interruption 
values, like any other values, are 
subject to change. It is especially 
true in these days, when there are 
so many pressures forcing costs up, 
that the need for a margin of safety 
over the requirement produced by 
the coinsurance percentage is espe- 
cially important, because the coin- 
surance percentage is related to the 
Gross Earnings for the 12 months 
following the loss. 


EXTRA EXPENSE INSURANCE 


Extra Expense insurance contem- 
plates that the business can continue 
practically uninterruptedly if it has 
sufficient funds to finance emergency 
operations. Among. establishments 
that may especially need Extra !°x- 
pense insurance are newspapers, 
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banks, laundries and other “service” 
businesses, assuming that some emer- 
gency facilities will be available in 
case the insured’s property is des- 
troyed. There may be a stand-by 
plant, another branch of the in- 
sured’s business, or a_ reciprocal 
agreement with some competitor. In 
any case, the insured can continue 
to operate, but his expense of doing 
business will increase. 

The Extra Expense policy promises 
to pay for the expenses in excess of 
normal. It does not pay for any loss 
of income because none is anticipated. 

For instance, if a laundry is 
burned down and it has a reciprocal 
agreement with another laundry, its 
route men can continue to serve its 
customers, its income will continue, 
and the danger of losing its custom- 
ers permanently will be reduced. 
(Extra Expense insurance does not 
insure against loss of trade or cus- 
tomers but it does help to prevent 
it.) 

The amount of Extra Expense in- 
surance needed can be _ estimated 
only when the insured makes a “Ca- 
tastrophe Plan.” This should be 
done whether or not Extra Expense 
insurance is to be provided. Making 
plans for emergencies is one func- 
tion of management. Having made 
such plans in advance, the bad ef- 
fects of the emergency will be less- 
ened. Insurance provides the funds 
to put the Catastrophe Plan into op- 
eration. Incidentally, the national 
bank examiners are asking the na- 
tional banks to make such catastro- 
phe plans. 


Relative Importance Varies 


The relative importance of Extra 
Expense insurance or Business In- 
terruption insurance, as compared 
with insurance on property, will 
vary, depending upon the insured’s 
operation. In some cases, one will 
carry the threat of bigger potential 
loss; in other cases, the other. The 
potential property loss is most often 
insured against because it has been 
recognized for a longer time and so, 
in the thinking of some people, time 
element coverages are “side lines.” 
Actually, as illustrated by the ex- 
amples given, the exposure to busi- 
hess interruption or extra expense 
loss may be the greater. In those 
cases, the property insurance should 
be considered as the “side line.” 

In any case, having this insurance 
will improve the credit position of the 


insured, especially the one who is 
getting started with a good idea, good 
management, and integrity, but with 
limited capital. 

He might be forced to the wall, 
even though he had adequate prop- 
erty insurance, and the creditor 
might find himself in the position of 
being the one who forced him to the 
wall. With Business Interruption or 
Extra Expense insurance, the need 
of additional borrowing or credit 
would be reduced. If it still existed, 
the insured would be in a much 
better position to borrow the money 
or seek the credit. 


Avoiding “Management Intervention” 
In the report of a panel discussion 

on Small Business Investment Com- 

panies 


A Small Investment that ye | t 
Pays Big Dividends in : 
Operator Efficiency ~ 





Old-fashioned rubber fingers or 
messy sponges handicap finger 
dexterity where it counts the most 
— operating your automated office 
machines. 

With SortTKwik Operator picks 
up papers as fast as dexterity per- 
mits. Just a touch on fingertips 
creates a greaseless, stainless, 
tacky film . . . makes it easy to 
pick up papers of all kinds. Even 
new currency, smooth-finish pa- 
pers, index cards, NCR paper are 


SORTKWIK 


the modern aid to 
HANDLE PAPERS 
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B Please send me 2 regular size containers for $1.00 postpaid. 
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Dodge, credit manager of Niagara 
Chemical Division, Food Machinery 
and Chemical Corporation, was 
quoted as saying, “A credit manager 
would view the existence of a long 
term debt to an SBIC somewhat sim- 
ilar to an issue of preferred stock 
with provision for management in- 
tervention if dividends were unduly 
passed over.” I assume that neither 
an investment company nor a seller 
who had extended credit would like 
to get involved in “management in- 
tervention” if it could possibly be 
avoided. I assume, also, that each of 
them would like to see the business 
continue, and continued under its 
own management. The proper “time 

(Concluded on page 32) 
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a cinch to handle with SorTKWIK. 


Wherever paper handling is a 
problem, you'll find that bom 
KWIK helps do the job faster, more 
conveniently. Thousands of busi- 
nesses have been using this handy 
fingertip preparation for years as 
a staple office supply item. 

Why not try it in your office 
and find out how clerical produc- 
tion goes up while clerical costs 
go down? 









State. 
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Workmen’s Compensation Today 


Better Future Lies in Free Enterprise, Not Government Monopol 


By J. DEWEY DORSETT 
General Manager 


Association of Casualty and 
Surety Companies 
New York, New York 


HE OUTLOOK for workmen’s 
compensation legislation dur- 
ing the coming two years is 
troublesome for 
two reasons: 

l. Organized 
labor’s _ explicit 
indorsement of 
federalization for 
workmen’s com- 
pensation and its 
announced drive 
for the enact- 
ment of mini- 
mum-standard revisions of state com- 
pensation laws undoubtedly will be 
aggressively advocated now in view of 
the encouragement (to labor) of the 
recent election returns. 

2. Organized labor holds a com- 
pletely erroneous conception of the 
role of the insurance industry in the 
compensation field and—this is the 
nub of my concern—will disseminate 
across the nation, in its push for the 
objectives stated above and related 
issues, inaccurate and misleading in- 
formation based on this misunder- 
standing. 


J. D. DORSETT 


Setting the Record Straight 


My purpose here is to set the rec- 
ord straight. I wish to state as clearly 
and positively as possible the posi- 
tion of the insurance industry on 
workmen’s compensation legislation. 
I wish to do this in order to alert 
interested persons to the fallacious 
arguments that may be heard in the 
months immediately ahead. I will 
attempt also to supply the answers 
to some of the pointed questions that 
can be expected from the public as 
labor’s intensified legislative cam- 
paign gets underway. 

The following quotation by the 
assistant director, Social Security De- 
partment, AFL-CIO, expresses the 
theme of organized labor which must 
be met by our industry. He said: 

“One of the tragedies of the 50 
years of experience in workmen’s 


compensation has been the efforts of 
the insurance carriers, through their 
lobbies in Washington and in the 
state capitols, to fight every effort to 
revise workmen’s compensation pro- 
grams to meet the needs of workers 
injured on the job.” 


I wish to make one point crystal 
clear. The insurance industry has con- 
sistently refrained from taking any 
position in respect to the amount of 
benefits which should be paid to in- 
jured employees, or their dependents 
in case of death, so long as such bene- 
fits are insurable. We feel it is not 
within our province to do so. It 
has been, and still is, our view that 
the amount of benefits is properly a 
matter for legislative determination 
after consultation with the interested 
parties—labor that receives the bene- 
fits and industry that pays the bill. 


We hold similar views with respect 
to medical benefits and the types of 
employment covered. Our Associa- 
tion has published pamphlets which 
indicate in very definite language our 
position on these subjects. We spell 
out in detail the support we render, 
and continue to render, to further re- 
habilitation and the employment of 
the handicapped. 


Service to Employer and Employee 


It has been charged that the in- 
surance companies are hostile to the 
working man. This is just not so. The 
plain fact is that practically all of 
the complaints labor has voiced as 
to the inadequacies of compensation 
laws involve areas in which insur- 
ance companies take no _ position 
whatsoever. The role of insurance is 
one of service to both employer and 
employee. It is our function to pro- 
vide labor and management and the 
legislatures with our _ technical 
knowledge. Our task is to provide 
security for payment of the benefits 
required by the workmen’s compen- 
sation law and such further coverage 
as is necessary to meet the needs of 
those who desire the protection and 
service which we afford. 

I feel there have been substantial 
improvements in the workmen’s com- 
pensation laws, particularly during 
the past 20 years. 
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The present and future operaticn 
of the workmen’s compensation sy:- 
tem is a matter of serious concern io 
me and to the insurance industry 
with which I am associated. It is also 
a matter of considerable importance 
to labor and industry in general and 
of course the general public. Some 
years ago, I served as chairman of 
the North Carolina Industrial Com- 
mission to administer that state’s 
workmen’s compensation law. Thus, 
I am somewhat familiar with this 
topic and will attempt to analyze its 
present status to the best of my 
ability. 


Thirty-five states provide substan- 
tially unlimited medical care today, 
and among the remaining jurisdictions 
the average duration is 276.2 days 
while the average maximum amount 
payable is $1,768.75. 

In 1938, the national average maxi- 
mum weekly benefit rate was about 
$18.74, while today it is $38.43. In 
20 years, therefore, the average rate 
has increased $19.69 or more than 
double what it was then. 


It is not, however, my purpose to 
discuss the adequacy of benefits; 


BESIDES being general man- 
ager of the Association of 
Casualty and Surety Companies, 
since 1944, J. Dewey Dorsett is 
general manager of the Nuclear 
Energy Liability Insurance Asso- 
ciation, secretary-treasurer of the 
National Association of Casual- 
ty and Surety Executives, and 
a trustee of the Industrial Hy- 
giene Foundation of America, 
Inc. 

After attendance at Guilford 
College and graduation from the 
University of North Carolina, 
Mr. Dorsett became clerk of the 
superior court in Chatham Coun- 
ty, N.C. He studied law, was ad- 
mitted to the North Carolina 
Bar, resigned the clerkship to 
become assistant cashier of 
Chatham Bank, Siler, N. C. Ap- 
pointed in 1929 to the North 
Carolina Industrial Commission, 
he became chairman in 1936, 
permanent chairman 1939, re- 
signed to become manager of 
the casualty department of the 
ACSC. He was elected assistant 
general manager in 1943. 
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rather I would like to sketch briefly 
the accomplishments that have been 
scored. Since 1945, for example. 
benefits have increased 47 per cent 
nationwide. In New York, just this 
past year, maximum weekly benefits 
have been increased by $9.00 a 
week, or 25 per cent of the previous 
maximum. Additional compensation 
allowable during rehabilitation was 
also increased by 50 per cent. This | 
steady increase in benefits in all | 
areas is the single most common 
trend in workmen’s compensation. 

That bugaboo of modern living— 
inflation—cannot be ignored. The 
stresses and strains of economic in- 
equities across the nation are due 
primarily to the very real factor of 
inflation since World War II. It has 
been my experience that manage- 
ment has always attempted to make 
proper adjustments to meet chang- 
ing conditions. This is also true as 
to compensation benefits. 





Industry’s Point of View 


At the same time, I cannot help | 
but feel that the views of manage- | 
ment with respect to benefits have | 
been affected by the belief that it is | 
being charged with many conditions 
for which it should not be responsi- 
ble. Industry feels it should pay for 
the injuries it has caused, but should 
not be liable for the hazards of 
ordinary life. Likewise, industry has 
pointed to the desirability of a more 
equitable distribution of compensa- 
tion payments. The requirements of 
those whose disability is greatest 
may thus be more completely satis- 
fied. 

The insurance industry is proud of 
its pioneering and accomplishments 
in industrial safety. It is of economic 
importance to all industry that the 
very highest of safety standards and 
practices be indorsed and adopted. 
And it is both moral and humane 
to prefer that the workmen enjoy a 
safe work environment with a mini- 
mum of hazards, rather than rely 
for comfort on a compensation sys- 
tem, regardless of its liberality, for | 
payment after injury. The insurance 
companies are in the forefront of in- 
dustrial safety methods and techni- | 
ques. One of our member companies, 
for instance, organized the first safety 
engineering corps on the North | 
Anerican continent as early as 1904. | 

Millions of dollars have been 
spent since that time by insurance 

(Continued on page 33) 






























DOUGLAS-GUARDIAN 


WAREHOUSE CORPORATION 

EXECUTIVE OFFICE: II8 N. Front Street, New Orleans I, La. 
Telephone: MAgnolia 5353 

36 Offices throughout the Country 





INA 
SQUEEZE 
OVER 
CREDIT 
PROBLEMS? 


Never before has buying on 
credit been so widespread. 
And, as credit grows, 

risks grow with it. Nobody 
knows this better than 
Credit Managers. 





One solution to the credit 
problem is field-warehousing 
of inventory sold on 

open credit terms. Under 
this plan, distributors 

can borrow on merchandise 
on their premises and pay ' . 
the manufacturer promptly, 7 
or receipts can be issued 

to the manufacturer for 

his protection. 


For more complete details, 
write or phone today. 
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Billing and Recording Speed Clears 
Shopper Credit Card Bottlenecks 


ECENT INTENSE activity among 
some of the nation’s most 
influential commercial banks 

in the field of Shopper Credit Plans 
is an interesting phenomenon in view 
of the fact that this type of merchant- 
consumer service has been available 
for some time. These services are 
proving to be an effective way of 
creating and developing increased 
business volume, so that the current 
widespread interest in them seems 
tc be well justified. 

“The cornerstone of any such 
credit plan is a modern and efficient 
recordkeeping and billing system,” 
notes Fred D. Wilson, vice president, 
Elmira office, Marine Midland Trust 
Company of Southern New York, 
which has had a highly successful 
Shopper Credit Plan in operation 
since 1953 in the Binghamton area. 
This it is extending to almost the 
entire Marine Midland group of 
banks, which consists of 11 separate 
institutions serving 93 communities 
in the State of New York, through 
169 offices. 

Marine Midland’s recordkeeping 
and billing system, which he notes 
“has been found to keep overhead 
down, maintain tight control over 
all charge accounts, and enable us 
to think in terms of constant expan- 
sion of the service,” is described in 
detail by Mr. Wilson, of the Elmira 
office. The Binghamton-proved plan, 
complete in detail down to the cycle 
billing methods employed, was _ in- 
augurated in the Elmira area by 
Marine Midland in February 1959, 
with a long list of important local 
retail stores enrolled as participants. 

“The entire operation, simple in 
concept and operation, posed few 
serious problems in its inauguration 
here, and is already showing fine 
results,” Mr. Wilson observes. “Our 
credit card plan gives the consumer 
delayed-payment privileges in many 
retail outlets and also lets the co- 
operating merchant realize an im- 
mediate cash return on all charge 
transactions. In effect the bank acts 
as the merchant’s credit department, 
and assumes all risks.” 

Merchant enrolment in the plan 


CONSOLIDATED processing operations for split-second service to merchants and 
shoppers at Elmira Shopper Credit Service office of Marine Midland Trust 
Company of Southern New York—Sales slips are housed in guide-indexed ledger 
tray pockets of Remington Rand Cycle Billing Desks shown. Filing is alphabetical 
by name within the nine billing cycles (or dates) used. By spreading the billing 
work over each month, rather than doing it all at one time, the billing load is 
leveled and there are no monthly peaks to create bottlenecks. 


is based upon a one-time subscription 
fee of $50. All participating re- 
tailers are supplied with a complete 
set of promotional and _ operating 
requirements, including window de- 
cals, in-store displays, consumer 
literature, and necessary forms. 


‘An initial group of 12,000 consum- 
ers was chosen from among the bank’s 
own customers to receive addresso- 
graph-type credit cards. Although we 
were working strictly from our own 
existing customer list, card distribu- 
tion was on a highly selective basis 
with the credit risk factor considered 
in all cases. 


“Customer credit cards expire and 
must be renewed quarterly. This 
enables us to clear our records, avoid 
the building up of large past-due 
balances, and keep in closer touch 
with all card holders. An expiration 
date is on each credit card to estab- 
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lish validity, so the merchant need 
never be in doubt on this score. 

“Cooperating merchants can ex- 
tend credit up to $25 solely on their 
own judgment to holders of valid 
cards. If the extension of more 
credit is involved the merchant must 
call the Midland Shopper Credit 
Department, which is open during 
all store operating hours, for per: 
mission to extend the added amount. 

“In cases where a non-card holder 
wishes to use the plan in making 
a purchase, the merchant gives him 
a simple credit application card to 
fill out, then calls his name, address 
and place of employment into the 
Midland Shopper Credit Department. 
We will have an answer ready by 
the time the customer has filled out 
the application.” 

Participating merchants send _ the 
sales slips generated by the plan to 
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the bank nightly as part of their | 
regular daily deposit. The total net 
amount of the sales slips is also 
entered in an appropriate box on the 
face of a draft envelope provided 
to the merchants by the Midland 
Shopper Credit Department. Thus, 
sales slips are handled just as though 
they, too, were cash or checks. The 
amounts involved in credit sales 
immediately accrue to the merchant 
in the form of a deposit in his 
checking account. Sales slips and 
draft envelopes are then routed to 
the Midland Shopper Credit Depart- 
ment where the former are immedi- 
ately proved to the latter. 


Cycle Billing, Microfilming. 

“We use a Remington Rand Cycle 
Billing System, similar to that em- 
ployed for many years by leading de- 
partment stores, for handling credit 
ecard accounts and in the billing of 
eard users,” the bank executive points 
out. “Under this system, established 
groups of accounts are billed on var- 
ious dates throughout the month 
rather than all at one time. Thus the 
billing load is leveled out and there 
are no monthly peaks to create bottle- 
necks.”” 


Records held for billing purposes 
are kept in  guide-indexed ledger 
trays housed in standard cycle billing 
desks. Filing is alphabetical by name 
within the established billing cycles. 
The account pockets into which re- 
cords being held for billing are 
filed, are formed by the insertion 
into the tray of a permanent appli- 
cation record card in the front of the 
records covering each account, and 
an account ledger card in back of 
them. 

After being proved to the envelope, 
the sales tickets are immediately 
sorted into the nine billing cycles 
used at Elmira, charged to their 
respective cycles, then filed in the 
billing’ desk ledger tray pockets, 
where they are ready for the billing 
procedure when the proper cyclical 
date arrives. 

Gross sales, discount amounts, and 
the number of sales tickets involved 
are mechanically entered on a sum- 
mary sheet, one of which is kept for 
each participating merchant. 

Both the envelopes and sales tickets 
are microfilmed as they come in and 
the latter are ultimately returned to 
the purchaser. The sales slips are 


(Concluded on page 32) 


Fire protection begins 
on the drafting board 


No structure can be 
completely invulnerable to fire, 
but foresight can give your 
property the highest possible 
degree of safety. 


Fire protection begins on the drafting board before you 
approve new construction, alterations or hazardous 
installations. And this is the stage where our engineers 
provide an invaluable service in reviewing your program 
to minimize fire risk, safeguard personnel and assure the 
lowest possible insurance costs. This is part of our 
complete fire protection engineering service 
available without charge to insurance clients. 

Send without obligation for our new 
brochure, “‘Protecting Your Property.” 
It tells the full story of how we can help you 


safeguard your property and personnel. 


Marsa & McLEnNNAN 


INCORPORATED 


Insurance Brokers 


CONSULTING ACTUARIES ¢ AVERAGE ADJUSTERS 


Chuago New York San Francisco «Minneapolis Detroit Los Angeles — Boston 
Pittsburgh Seattle St.Louis Indianapolis St. Paul Portland Buffaio Duluth 
Atlanta New Orleans Tulsa Milwaukee Phoenix Cleveland Norfolk Charleston 
Oakland Montreal Toronto Calgary Havana Caracas London 


Vancouver 
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(OOD MORNING, JUDGE! 


Put a Smile in It with Comprehensive Personal Liability Insurance 


By CHARLES S. COOPER 


Manager, 

Research, Development and Sales, 
Eastern Department, 
Fireman’s Fund Insurance Company 
And Affiliates 

New York, New York 
OMPREHENSIVE Personal 
C Liability insurance is one of 
the fastest growing coverages 
in the nation to- 
day — and for 
good reason. 

This up-to-the- 
minute coverage 
is exceptionally 
broad. It insures 
virtually every 
liability or prop- 
erty damage 
claim arising 
from personal activities, as distin- 
guished from business or professional 
acts, which may face the head of a 
household, his or her spouse, their 
children or relatives residing with 
them. The coverage includes occur- 
rences which may take place either 
on or away from their residential 
premises. 

You never know when a lawsuit 
may come your way—a suit result- 
ing from everyday home life or play. 
And you never know when you will 
be proved careless or negligent and 
held legally liable for damages. The 
Comprehensive Personal Liability 
policy will pay damages, attorney’s 
fees, court costs, and, regardless of 
legal liability, medical bills up to 
the amount of the policy. If neces- 
sary, the insurance company will 
take over a case, settle it if it seems 
advisable, or defend the policyholder 
in court. CPL coverage also includes 
payment of reasonable medical ex- 
penses for bodily injuries regardless 
of legal liability. 

No wonder this coverage is so 
popular. It provides peace of mind 
to an unusual degree. Here are some 
of the details of the coverage: 


C. S. COOPER 


What premises are covered? 


All premises where the insured or 
his spouse maintains a_ residence. 
This includes private approaches to 


it and other premises and private 
approaches for use in connection with 
it, except business property and 
farms. 

Individual or family 
plots or burial vaults. 

Premises in which an insured is 
temporarily residing, if not owned 
by an insured. 

Vacant land, other than farmland, 
owned by or rented to an insured. 
Land shall not be considered vacant 
following the commencement of any 
construction operations on it unless 
the construction is by independent 
contractors of new residence premises 
for the insured’s use. 


cemetery 


What about personal activities? 


The following are covered: 
Practicing or engaging in any 


Liability for products not sold in 
connection with business operations. 


Some Important Exclusions 


Liability assumed other than that 
under written contract relating to 
premises. 

Business or occupational pursuits 
or professional services. 

Other premises owned, rented or 
controlled by the insured. 

Intentional injuries. 

Property of others in the insured’s 
custody. 

Watercraft, if inboard motors ex- 
ceeding 50 h.p. or any sailboat 26 
feet or more in length, if away from 
premises. 

Motor vehicles, trailers or semi- 
trailers, while away from premises. 





ORE THAN 30 years in the insurance business—as engineer, claims 

adjuster, underwriter and salesman—Charles S. Cooper is manager of 
research, development and sales, eastern department, Fireman’s Fund In- 
surance Company and Affiliates, New York. 

Mr. Cooper, who is secretary of the Insurance Advisory Council of 
the National Association of Credit Management, has served as a member 
of the insurance committee of the Controllers Congress, National Retail 
Merchants Association. He has contributed articles to a number of pub- 
lications in the insurance field. He prepared the chapter on insurance in 
McGraw-Hill’s “Building Construction Handbook.” 





athletic game or sport—golf, bowl- 
ing, baseball or winter sports. 

Civic activities. 

Other personal acts, not profes- 
sional or business, including liability 
for acts of minor children or serv- 
ants. 

Bicycles used on or away from 
premises for non-business purposes. 


Is other liability covered? 


Yes. For instance, the following: 

Dogs on or away from premises. 

Saddle or driving animals and 
teams on or away from premises. 

Canoes, rowboats and outboard 
motorboats on or away from pre- 
mises, plus certain types of inboard 
motorboats and sailboats. 

Liability of others assumed under 
written lease or other contract relat- 
ing to premises. 


20 CREDIT AND FINANCIAL MANAGEMENT, October, 1959 





Claims of employees for injury, 
if workmen’s compensation benefits 
must be or have been provided ac- 
cording to law. 


This Could Happen 


Insurance buyers may find especial 
interest in a few case histories. The 
following incidents could happen to 
anybody: 

A maid was polishing a_ water 
tumbler. It broke, severely gashing 
her hand. CPL paid the medical bill. 

The wife of an insured was can- 
ning pears when several jars ex- 
ploded. Broken glass and hot syrup 
showered a nearby maid who was 
assisting. Again, the medical bill was 
paid. 

In New Jersey, an insured owned 
a dog which liked the flavor of post: 
men and took a hearty bite out of 





one letter carrier’s leg. The claim This booklet will 


was settled on behalf of the insured. 

The guest of an insured was leav- 
ing the house when she stepped upon 
a roller skate left lying near the door- 
way. Head over heels she went, suf- 
fering painful injuries which re- 
quired medical treatment. She 
claimed negligence on the part of 
the insured in that the skate had 
been left lying in her path. The in- 
surance company closed out the case 
by paying the doctor bills. 

The insured was playing golf when 
his golf ball hit a tree and bounded 
off the green onto a roadway, crash- 
ing then into the windshield of a 
passing car. The motorist lost con- 
trol of his machine and collided with 
another. Damages were sought. That 
case is still pending, but the insurance 
company is in the picture, and the 
insured has no cause for worry. 

True, you may not be able to 
avoid an accident that results in a 
lawsuit, but you can avoid the severe 
financial problems involved in most 


of them—through CPL. 


Bank Crimes Conform to 
Economic Trends: Upward 


Gratuitously contributing to the 
nation’s propensity for breaking rec- 
ords, criminals in 1958 accounted for 
“704 violations of the Federal Bank 
Robbery Statute, in contrast to 491] 
such violations in 1957 and to the 
high mark of more than 600 such 
crimes in the 1930’s prior to the 
enactment of the Federal law cover- 
ing such crimes,” reported Courtney 
A. Evans, chief of the accounting and 
fraud section of the Federal Bureau 
of Investigation, Washington, D.C. 

Internal crimes rose too. “During 
the 1958 calendar year, 1,555 al- 
leged violations of the Federal Re- 
serve Act and related statutes cover- 
ing embezzlement, misapplication, 
false statements and similar offenses 
by officers and employees of our na- 
tion’s financial institutions were re- 
ferred to the FBI for investigation,” 
Mr. Evans told bankers at the north- 
ern regional convention of The Na- 
tional Association of Bank Auditors 
ard Comptrollers, in Sioux City. 

“Of these, 1,373 occurred in banks, 
the remainder involving other finan- 
cial institutions covered by Federal 
lax. The estimated shortages in these 
ceses last year amounted to nearly 
$° millions,” 


show you how to 
reduce credit risks 


- Send for 
Your Copy 


St. Louis Terminal’s Controlled Inventory 
Plan, explained in this booklet, enables you 
to put more merchandise at the disposal of 


your dealers or distributors. 


Through this plan the increased inventory 


will not increase your credit risk. 


Send the coupon, or write for bulletin 144 


ST. LOUIS TERMINAL FIELD WAREHOUSE CO. 


EXECUTIVE OFFICES: 826 Clark Ave., St. Louis 2, Mo. 


District Offices in 
Principal Cities 
of the U.S. 
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MEMO to a Corporate Insurance Buyer: 


Minimum Deposit Plan Outlay Less Than for Term 


By GEORGE C. WHITE 
Chartered Life Underwriter 


Preferred Agency 
New York, New York 


HE COST of protection is in- 
| escapable. Regardless of what 


company or what plan is em- 
—_ . ployed, the in- 
sured will pay 
the bill. 

You can either 
buy or rent pro- 
tection. Buying 
it means getting 
some sort of 
permanent cover- 
age with built-in 
savings, reserve 
features, which are useful in later 
emergencies, and so forth. Renting it 
means getting some type of tempor- 
ary (Term) coverage, either to a 
stipulated age or for an expressed 
number of years. 

There are only two justifications 
for “buying” Term insurance. One 
is to obtain an adequate amount of 
protection when the budget otherwise 
limits the individual or firm to buy- 
ing much less on a permanent basis. 
The other reason is to use the lever- 
age in premiums between Permanent 
and Term coverage, investing that 
difference in a better standard of liv- 
ing and/or in “true” investments such 
as one’s business, realty, stocks and 
bonds, mortgages, mutual funds. 
(See Illustration No. 1) 

Regardless of what kind of insur- 
ance is bought, it is axiomatic that 
the lower the outlay the higher the 
cost. Though this may seem like a 
paradox, a little thought makes clear 
the validity of this statement whether 
applied to par versus non-par, Term 
versus Permanent or even Renewable 
versus Level Term coverages (See 
Illustration No. 2). 

However, the question of net cost 
is somewhat misleading for several 
reasons: First, if the individual dies, 
there is no such thing as net cost. 
Second, the difference in net cost in 
terms of an arbitrary span of years 
imposes an artificial standard, since 
who is to say when the insured will 
terminate the contract if alive. Third, 


G. C. WHITE 


Illustration No. 1 
TERM vs PERMANENT 


(Buy More Protection or Save Premium Dollars) 
Age 45—Guaranteed Cost (No Dividends) 


Life 
Whole Life 


$715.00 Annual Premium/each 


$25,000—Insurance—$34,653 


Additional Protection: 38.6% 


Expectancy Term Whole Life 


Life 


Expectancy Term 


$25,000 of Insurance/each 


Annual 


$715.00—Premium—$515.75 


Premium Savings: 27.9% 


Illustration No. 2 
LOW OUTLAY vs. LOW NET COST 


Example A 


Age 45 
Whole Life 
$25,000 Participating 
($833.50) 
$16670.00 

$ 4000.00 
$10700.00 


$ 1970.00 


Example B 


Age 45 
$25,000 
Non-Participating 


(To 50) $ 286.25 
(To 55) 417.50 
(To 60) 628.00 
(To 65) 949.25 
(To 70) 1,292.75 

17,868.75 


none 


$17,868.75 


net cost ignores the positive and dy- 
namic use that could be made of the 
difference in outlays, which, togeth- 
er with interest, could more than off- 
set any difference in net cost. Fourth, 
net cost, truly interpreted in terms 
of effective thousands of coverage on 
a yearly basis, would have to consid- 
er how much less insurance there is 
in every year, from year to year, in 
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Annual Premium 
Premiums/20 years 
Less Accum. Divds 


Less Cash Value 
Net Cost 


5 Year Renewable Term 


Annual Premium 


Premiums/25 years 
Cash Value 
Net Cost 


Participating vs Non-Participating 
(Estimated vs Guaranteed Cost) 


Non-Participating 
($715.00) 
$14300.00 
none 


10700.00 
$ 3600.00 


Renewable vs Level Term 


Life Expectancy Term 


$ 515.75 


12,893.75 
none 


$12,893.75 


a high cash value contract compared 
to a lower one. (Illustration of the 
above available on request.) 

If I had to hang my hat on the 
best of all plans for all men at all 
times, if I were able to pay premiums 
for an adequate amount of coverage 
and had other means to pursue out- 
side investments, I would say the Or- 

(Concluded on page 27) 





By WILLIAM E. JOHNSON 
Credit Manager 
Corey Steel Company 
Chicago, Illinois 

N A BUSINESS as highly com- 

petitive as the metal service cen- 

ters, everyone from the switch- 
board operator to the truck driver 
must do his or her job “just a little 
bit better” to keep the customers sat- 
isied and coming back with orders. 
This applies decidedly to the credit 
department, which also has a big 
part in our policy that “The sales 
department is not the whole com- 
pany, but the whole company is the 
sales department”. 

Our clients range from the largest 
corporations in the area to the “back 
alley” shops. Due to the keen com- 
petition, our company must sell more 
than a normal number of marginal 
accounts. These must be watched 
very closely, through credit associa- 
tion group clearances, commercial 
agency reports, and personal visits 
to gain firsthand information on the 
customers’ progress. We have found 
that attendance at group credit as- 
sociation meetings is second only to 
personal visits to the client in pro- 
viding such information. 


Our sales and credit departments 
work very closely and harmoniously 
to develop the marginal accounts into 
bigger and better customers. 


We have found that many owners 
of small shops are good engineers, 
tool and die makers, machinists, but 
lack the knowledge of the office end 
of the business. In some cases the 
complete responsibility of the office 
Manxgement is left with a girl just 
out of high school. Many times noth- 
Ing is done about checking the credit 


a ae problem case is solved 


on orders they receive, and conse- 
quently (and usually in the spots 
that can afford it the least) bad 
debt losses are too high. 

To the smaller mzrginal accounts 
we offer our help in checking the 
credit of their new accounts, which 
in some cases has helped them avoid 
pitfalls. We also offer our help with 
suggestions on their bookkeeping 
and insurance. By doing this our 
credit department has won many 
friends for the company. 

We had been selling an individu- 
ally owned machine shop for years. 
Theirs is a job shop business, mak- 
ing parts of machines for other 
larger companies. One of the prob- 
lems in this type of business is the 
feast or famine sequence that goes 
with the business cycle. To circum- 
vent this, our client was looking for 
a product that he could manufacture 
in its entirety. The machine shop was 
never a very prosperous enterprise 
but it did provide a modest living 
for the owner and his family. One 
of his best customers (for whom he 
made parts) manufactured a ma- 
chine for the food industry. Our cli- 
ent saw an advantage to both him- 
self and the machine manufacturer 
in merging the two enterprises to 
have the manufacturing, assembly 
and sales in one organization. 

In 1957 the owners of the two 
companies talked the matter over 
and found that our client would need 
more money to put into the merged 
venture. He suggested that the con- 
solidation be made in the fall of 
1958, which would give him time to 
earn or raise the additional capital. 
However, in February, 1958, the 
manufacturer died and shortly there- 
after the estate offered the business 
to our customer. He scraped up every 
available dollar and bought the man- 
ufacturing business. A_ substantial 
balance was on extended terms. 


Shortly thereafter the 1958 “re- 
cession” hit both the machine shop 
and the manufacturing ends of the 
business. Our client had his back to 
the wall, with every possible dollar 
horrowed and many unpaid credi- 
tors, us among them. With hardly a 
wheel turning it was quite a task for 
him to make monthly payments on 
the mortgages, let alone pay any- 
thing on the payables. 

Late in 1958 he again began re- 
ceiving orders, but could find no one 
who would sell him materials, ex- 
cept on a C.0.D. basis—and his cash 
was so depleted that this plan could 
not work. 

We consulted with the electric 
company which furnished the motors 
for the machines. We agreed that we 
would provide the materials if the 
electric concern would furnish the 
motors for the machines, on the con- 
dition that our client assign the re- 
ceivables on the orders to us. When 
our client was paid for the machines, 
our materials and the motors were 
paid for from the receipts. 

We are continuing this practice on 
the subsequent orders, and hope that 
within the next year the old balance 
on our books as well as his other 
payables will have been completely 
liquidated. 

If our dreams come through, we 
feel, we shall have rendered our cus- 
tomer a service which should cement 
our relationship permanently. 


DUCATED in credit and ac- 
counting at Northwestern 
University’s School of Com- 
merce, William E. Johnson was 
treasurer of Oscar Mayer & 
Company and a partner in S. S. 
Borden Company before becom- 
ing credit manager of Corey 
Steel Company, Chicago. 
Mr. Johnson is treasurer of 
the Chicago Industrial Supplies 
and Machinery Credit Group. 
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Reinsurance—What It Is and What It Does 


Your Policy May Have Many Companies Protecting Your Liabilities 


By GEORGE T. COWAN 
Vice President 
Johnson & Higgins 
New York, New York 
Chairman Insurance Advisory Council 
National Association of 
Credit Management 


HE dictionary definition of 
Reinsurance is terse and to 
the point—“An insurance ef- 
fected by an in- 
surer against a 
risk that he has 
previously _as- 
sumed.” 

The demand 
for Reinsurance 
is created by in- 
surance compa- 
nies writing pol- 
icies directly for 
brokers, agents or assureds. They 
are forced either by competition 
or at the request of the in- 
sured to issue their policies for 
a much larger amount than they 
would care to lose on_ given 
risks. Each insurer sets up what 
is known as a “line sheet” for its 
underwriters, outlining what the 
company is willing to assume “gross” 
and “net” on various classes of in- 
surance lines. The “net” amount is 
that portion which is retained by the 
company and the difference between 
“net” and “gross” is the part which 
is reinsured. 

You will find many contracts of 
insurance effective in very large dol- 
lar amounts, perhaps in excess of 
the entire capital and surplus of the 
writing company, and in such in- 
stances it is obvious the insurer has 
secured protection from _ other 
sources. 


eA 
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There are a great many ways in 
which an insurance company can pro- 
tect itself against a loss greater than 
it wishes to assume. The companies 
in most instances have several rein- 
surance treaties in force. Perhaps one 
or more contracts will cover their 
casualty operations while a separate 
group of treaties protects their fire 
insurance policies. In general, rein- 
surance is patterned to fit the require- 
ments of the individual insurer but 
there are certain standard forms of 


protection which we will outline so 
that you may have a general idea how 
reinsurance applies. 


Before we give a brief outline of 
the various types of reinsurance, it 
is well to bear in mind that the pro- 
tection provided to the ceding com- 
pany, namely the insurance company 
writing the insurance policy, is ex- 
actly the same as that outlined in 
the insurance contract, with all the 
obligations and rights that apply in 
the policy itself. The most common 
type of reinsurance, especially in the 
Fire Reinsurance field, is that term- 
ed “Specific” or “Facultative” Rein- 
surance. This covers liability on in- 
dividual risks. 


riter’s Procedure 
Underwriter’s Proced 


The reinsurance transaction stands 
entirely alone. It is the original form 
in which all reinsurance was written. 
It is usually accomplished as fol- 
lows: an underwriter of one com- 
pany will review a risk submitted 
to him and decide it is too great an 
amount for his company to carry. 
After careful analysis he will submit 
all the data or information on the 
risk to another company or com- 
panies and ask them to share the 
risk for whatever portion they de- 
sire. It is obvious also that the rein- 
surer to whom the offering is made 
may reject any participation. Even 
today with all the various types and 
methods of Reinsurance many large 
fire insurance carriers still adhere to 
the old method of Facultative Rein- 
surance. 

Closely allied to “Specific” or 
“Facultative” Reinsurance is a form 
of coverage called “Portfolio” Rein- 
surance. This type of coverage is re- 
quired by a company wishing to re- 
lieve itself of a portion of its out- 
standing liability. This could be re- 
quired because of poor experience 
on a certain class of business or be- 
cause of unusually heavy writings 
during a given period with attending 
fear on the part of the insurer that its 
surplus might be reduced because of 
the heavy reserves it must maintain 
to cover “Unearned .. Premiums.” 
When a portfolio is reinsured it gen- 
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erally covers a very large number of 
risks and reflects for the most part 
the exact experience of the company 
ceding the business. Reinsurance 
companies accepting cessions of a 
portfolio like to have the ceding com. 
pany retain a substantial portion for 
itself so that the reinsurers will fol- 
low the fortunes of the underwriting 
company. 


“Treaty” Reinsurance 


We have considered Specific forms 
of reinsurance. Now let us contrast 
this with “Treaty” Reinsurance. A 
“Treaty” is a contract drawn between 
the original or underwriting com- 
pany and the reinsurers. Formal le- 
gal documents, they are drawn to 
cover not only existing but also fu- 
ture writings of a company. They 
may be cancelled by either party by 
giving formal notice of cancellation 
at certain specified times which are 
clearly outlined in the Treaty. 

A little later we shall give outlines 
of various types of reinsurance trea- 
ties but we want to make clear that 
in Specific reinsurance the reinsurer 
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may or may not accept liability, 
whereas in a “Treaty” the reinsurer 
must accept all business ceded which 
does not violate the terms and con- 
ditions of the original document. 


“Quota Share” Treaties 


The most common Treaties are 
termed “Quota Share,” “Excess of 
Loss” and “Surplus” contracts. 
“Quota Share” reinsurance is almost 
self-explanatory. It means the rein- 
surer participates on each and every 
risk written. Even a small policy is 
automatically reinsured. Every policy 
written by the insuring company in 
the particular insurance class to 
which the Treaty applies must cede 
a specific portion to the reinsurers. 
As an example let us assume an “80% 
Quota Share Treaty” is effected in a 
maximum amount of $100,000. That 
means the ceding company keeps 
20% for itself and gives 80% to its 
reinsurers. On a policy written for 
$100,000 the producing company re- 
tains $20,000, and on a $40,000 pol- 
icy it keeps $8,000. There is no 
variance and it is absolutely obliga- 
tory. 


From this explanation you will 
see the disadvantage to the ceding 


company. In many instances it will 
write a small policy for $5,000 or 
$10,000 which it could easily assume 
itself but its Quota Share Treaty ob- 
ligates it to give 80% of the amount 
to the reinsurers. Even though the 
commission return to the policy writ- 
ing company is higher, in most in- 
stances, it still does not compensate 
the producing company for the huge 
premium loss entailed on that por- 
tion of business where Reinsurance 
is really not required. Companies 
which have acquired good sized 
Capital and Surplus rarely use this 
form of reinsurance. 


“Excess of Loss’? Treaties 


Another and entirely different 
form of reinsurance is “Excess of 
Loss.” This type of coverage protects 
the ceding company on larger losses 
only. Before a contract is written it 
is determined exactly how much a 
company is prepared to lose on each 
and every loss occurrence. Then a 
reinsurance contract is negotiated to 
cover all or part of any loss which 
exceeds this figure. As an illustra- 
tion, let us assume the company does 
no: wish to lose more than $25,000 
on any loss. It can obtain a Treaty 
which applies after the loss reaches 


this figure. If a loss reaches $40,000, 
then the company pays its $25,000 
and its reinsurance $15,000. If, how- 
ever, the loss is less than $25,000, 
the company pays the entire loss 
and the reinsurer pays nothing. The 
contracts of reinsurance are written 
with a maximum limit so as to pro- 
tect the reinsurers. 

Many times there is also a per- 
centage participation retained by the 
underwriting company. Suppose a 
Treaty is written for $100,000—ex- 
cess of $25,000—with a 10% addi- 
tional retention by the company. A 
loss occurs in amount of $50,000. The 
ceding company pays the first $25,- 
000, plus 10% of the remaining $25,- 
000, which gives the underwriting 
company a net loss of $27,500. Ob- 
viously this additional retention by 
the policy writing company reduces 
the cost of the reinsurance. It also 
makes it a more attractive Treaty to 
the reinsurers, because no matter 
how high the loss runs the origin- 
ating company still contributes. 

There is also a type of excess re- 
insurance known as a “catastrophe” 
cover. This usually applies over a 


very large amount and protects the 
company against very large confla- 
grations, tornadoes, earthquakes, etc. 
It usually covers when a number of 
insured properties suffer a loss from 
the same occurrence. On this con- 
tract the reinsurers, as a rule, insist 
that the company assume a percent- 
age of the loss. 

As an example, suppose the rein- 
surers accept a treaty in the amount 
of $500,000-catastrophe reinsurance 
above $100,000—with a 10% reten- 
tion or “take back” by the company 
reinsured. A loss occurs in amount 
of $400,000. The company takes the 
first $100,000, also $30,000, of the 
$300,000 loss in excess of $100,000, 
a net loss of $130,000. 


The “Surplus”? Treaty 


The most common type of Treaty 
is that known as a “Surplus” Rein- 
surance Contract. Coverage is pro- 
vided to the insurance company 
when it is needed, but there is no ob- 
ligation that reinsurance be obtained 
at all. The ceding company will use 
the Treaty only if its insurance on 
a risk exceeds its normal or net re- 

(Concluded on P. 26, Col. 2) 
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Legal Rulings and Opinions 


Texas Bond Law 


A new Texas bond law, the Mc- 
Gregor Act, gives more protection to 
suppliers of labor and materials on 
Texas public works. 

The new law provides for two sep- 
arate bonds—one for performance, 
the other for payment of labor and 
materials—on all jobs in excess of 
$2,000. Each bond is for 100 per 
cent of the contract amount. 

Payment of all bills for labor and 
materials is guaranteed under the 
payment bond, and each creditor has 
a direct right of action thereunder. 
Any creditor may obtain a certified 
copy of the payment bond from the 
owner on making affidavit that he is 
a creditor and has not been paid. 

The Act is applicable to the state 
and all political bodies in the state, 
including quasi-public bodies. 

The bill was sponsored jointly by 
the Texas State-Wide Credit Group, 
comprised of Texas credit associa- 
tions that are affiliates of the Na- 
tional Association of Credit Manage- 
ment, and the Texas chapters of the 
Associated General Contractors of 
America. 

Copies of the Act may be obtained 
from National Association of Credit 
Management, 229 Park Ave., So., 
New York 3, N.Y., or from the of- 
fices of the affiliated credit associa- 
tions in Texas. 


Liability of Transferee 


Life insurance policies were pledg- 
ed by the insured to his partner un- 
der a partnership buy-out agreement. 
The insured changed the beneficiary 
from his partner to his wife, and then 
took his own life. The transfer to his 
wife was held not fraudulent, be- 
cause under the buy-out agreement 
the policy could not have benefited 
the creditors. Stoumen vs. Comm’r 
CA 3, 1958. 


Tax Lien Against Insured 


The U.S. Supreme Court held, in 
Bess, 357 U.S. 51, that only the cash 
surrender value of insurance was 
subject to a tax lien against the in- 
sured existing at the time of his 
death. In the case under discussion, 


the Government had seized the entire 
policy proceeds before the Bess de- 
cision. The ruling was that the tax- 
payer-widow may recover the excess 
over cash surrender value in a suit 
for refund, that the seizure of money 
due her was equivalent to payment 
of the tax by her. McMahon, DC 
R.1., 1959. 


No Deduction 


To prepay all the premiums on an 
annuity contract 40 years in ad- 
vance, a taxpayer borrowed funds 
from a bank. The policies were is- 
sued the next day, and the taxpayer 
borrowed on the policies to pay the 
bank loan. Since the borrowing was 
held to be not a true indebtedness, 
payments to the insurance company 
as pre-payment of interest on the 


annuity loan were held non-deduct- 
ible. TCM 1959-99. 


Valuation of Policy 


A corporation bought a life insur- 
ance policy on an employee, named 
itself as beneficiary, and paid several 
years’ premiums, then sold the policy 
to the insured employee for the cash 
surrender value. For computation of 
gain to the employee on the trans- 
fer, the Internal Revenue Service 
held that the policy be valued at the 
interpolated terminal reserve value 
at the date of sale plus the propor- 
tionate value of any premium paid 
prior to sale applicable to a subse- 
quent period. Rev. Rul. 59-195. 


GEORGE T. COWAN 


(Concluded from preceding page) 


tention. A company may need more 
than one Surplus treaty to take care 
of its needs. The “First Surplus 
Treaty” is in most cases obligatory 
and the commission terms to the ced- 
ing company are better. 

It is usually drawn in this fashion. 
The reinsurers obligate themselves to 
write multiples of the ceding com- 
pany’s net line up to a certain limit. 
As an example, a contract may be 
drawn in the maximum amount of 
$100,000—with a limitation of 5 


times the reinsuring company’s net 
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line. If the policy is written for $150. 
000 and the company retains $10,00: 
net, then 5 times or $50,000 may b 
ceded to the “first surplus treaty 
and other reinsurance must be s- 
cured for the remaining $90,000. Bea - 
in mind the company must cede the 
$50,000 to the “First Surplus Treaty ’ 
reinsurers before it uses its “Second 
Surplus”, “Automatic Facultative” 
or “Specific” reinsurance. If the line 
written is $35,000—and the company 
retains $20,000 net, then $15,000 
must go to the First Surplus rein- 
surer. It is unquestionable that this 
form of contract offers most com- 
panies exactly what they want and 
need. The amounts ceded to the re- 
insurers are geared to the net re- 
tention of the company and from 
that standpoint this form is attrac- 
tive to the reinsurers. It is not always 
obligatory that the “First Surplus 
Treaty” must be used before secur- 
ing other reinsurance. In many in- 
stances the reinsuring company is 
either owned by or itself owns other 
companies which it wishes to use as 
reinsurers before effecting reinsur- 
ance with other unaffiliated compa- 
nies. 

When referring to reinsurers or re- 
insurance companies we used _ the 
plural. This was done because as a 
rule the reinsurance treaties are writ- 
ten in amounts so large that one 
company could rarely carry the full 
amount itself but would share it with 
a group or pool of other named com- 
panies who would each sign the con- 
tract. In certain instances a reinsur- 
ing company might accept the entire 
contract and then cede a portion to 
still another company or companies. 
This is termed a retrocession. 

This is of necessity a_ rather 
sketchy outline of reinsurance and in 
no sense encompasses the entire field 
of this specialized coverage. It will 
perhaps give a general outline and 
impress on the reader that the policy 
you hold may have many companies 
you do not know protecting your 
property or liability in addition to 
the insurance company specifically 
named in the contract. 


A baseball game we re- 
cently watched on televi- 
sion was marred by several 
wild pitches, all by the spon- 
sor. 


—N. A. Rombe 
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GEORGE C. WHITE 
(Concluded from page 22) 


dinary Whole Life contract is the one. 
Remembering my previous comments, 
| think I would also limit myself to 
one without dividends (because, to 
me, guaranties—in projected net 
costs—are paramount). 

In recent years, a new philosophy 
has reached maturity in the insurance 
business. That is the Minimum De- 
posit concept, which finances the 
purchase of life insurance by using 
high, early cash values in otherwise 
permanent (Ordinary Life) contracts 
for collateral purposes. Here the 
insured pays only the difference be- 
tween the cash value increase and the 
annual premium, “borrowing” the 
rest from the insurance company and 
paying interest thereon at low, con- 
tractual rates. Insurance in this man- 
ner has the semblance of being only 
Term insurance (that it isn’t is a 
truism, the details of which I don’t 
believe I need go into at this time). 
What is more important is that with 
or without the benefit of a tax re- 
duction on interest paid, the overall 
outlay is generally less than for 
Term coverage. (Illustration avail- 
able. ) 

The popularity of these latter 
plans has been such that the com- 
panies have come out with all kinds 
of gimmicks to sell them. The prin- 
cipal one is to use some kind of Term 
insurance to offset the loan so that 
at death the beneficiary can receive 
the full amount of insurance. Now 
just as there is a difference in costs 
in all goods or services between guar- 
anties and non-guaranties, so there is 
a difference in costs between these 
Term features in insurance. Those 
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companies that guarantee both the 
availability and the rates for the 
Term rider must charge more than 
those companies which make only 
promises regarding both the avail- 
ability and the cost thereof. (Illus- 
tration available.) 

Let me say that there is nothing 
unethical, _ illicit, 
uneconomical about buying life in- 
surance “on time”. 


unbusinesslike or | 





Businesses and | 


businessmen do this every day, as do | 


our largest corporations. 

As to the difference in plans, that 
is, the difference between one Mini- | 
mum Deposit plan and another, the 
same observations that hold true for 
life insurance bought in the conven- 
tional sense hold true with equal 


| 
| 
| 


merit in these situations. Any com- | 
parison that is less than complete | 


does ill to the client’s interest. Last 
of all, 
realize that he is not committed ir- 
revocably to any part of this pro- 
gram, that he can change position in 
any degree as often as he sees fit by 
“horrowing” or not, and by “bor- 
rowing” more or less from year to 
year. 

In summary, therefore, the job of 
your insurance man is to be a non- 
salaried “buyer” of your insurance 
—working on a contingency basis, 
the success of which depends both 
on his uncovering and closing the 
gaps in your insurance program. If 
you prefer that he divorce himself 
from any subjective basis you may 
think he would suffer from by work- 
ing for commissions, remember that 
as a registered insurance consultant 
he can render you the same services 
in the latter capacity—working on a 
fee basis alone. 

In any event, whatever you buy 
and through whom you buy are mat- 
ters which in the end must depend 
upon facts—not misguided, though 
sincere, superficial obligations. After 
all there are only two obligations 
truly involved in this most important 
of matters: 

His obligation to you, to provide 
you with those facts which, equating 
your immediate and future needs, 
will help you to make the decision 
that best serves your interests; 

Your obligation to yourself, the 
business, your estate, and to those 
who depend on you in both your 
personal and your professional rela- 
tionships, to live up to your respon- 
sibilities by doing the right things 
in the right manner. 


the insured should always | 
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Five Ways to Cut Insurance Costs 
Whatever the Economic Climate 


By GEORGE A. STRADER 


Beacon, New York 


HE URGE to swing a meat- 
cleaver on insurance costs is 
a natural one in a_ period 
when sales_ vol- 
ume and _ profit 
spread show 
signs of tired 
blood, such as 


the one now on 
its last legs. That 
impulse is usual- 


ly followed by 


>. decisions not to 
G. A. STRADER 


renew __ policies 
that were regarded as quite essential 
in lusher periods but, suddenly, 
seem to be of marginal value only. 

The urge and the decisions may be 
sound if they do not develop, as so 
often is the case, into one of those 
hasty “crash programs” that leave 
the business wide open to heavy loss- 
es at the very time it is least able to 
weather them; or that carry over in- 
to a new lush period whose lushness 
is dissipated under a catastrophic loss 
rooted in that hasty crash program. 

There are better ways to cut in- 
surance costs, be the times lean or 
lush. Here are five safe and sound 
ways that are effective when profit 
spread narrows and should be rou- 
tine procedure in any economic clim- 
ate. 


1—Take All Discounts 


There are three ways to reduce 
premiums, without reducing current 
protection, that are open to all in- 
surance buyers: (a) “term discounts” 
for insuring over a period of three 
or more years; (b) “reduced rat- 
ings,” for doing a better “housekeep- 
ing” job by taking safety measures; 
(c) “dividends,” paid by the mutual 
insurance companies. We are im- 
mediately concerned with only the 
first and second because they apply 
equally to both stock and mutual 
companies. 

Let’s first look at term discounts. 

The term discount is a healthy 16 
per cent on practically all forms of 
insurance bought for a_ three-year 


term, because insurance so bought 
costs only two-and-a-half times the 
one-year rate. An even healthier 20 
per cent is often offered when bought 
for a five-year term, that is, four 
times the one-year rate. 


If either discount seems to require 
too big a financial bite for one swal- 
low, then budget your renewals over 
the three- or five-year term. 


For example: renew only one-third 
of your policies for three years and 
take the 16 per cent discount on 
them; renew the other two-thirds for 
one year at the short rate. The fol- 
lowing year, renew another third at 
the 16 per cent discount, leaving only 
a single third at the one-year rate. 
When this final third is due for re- 
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newal, complete the three-year cycle 
by taking the 16 per cent on it. You 
will then have all your policies at 
the 16 per cent discount—and on 
easy terms, in the bargain. 


2—Insure to Value—Neither 
Over nor Under 


Insurance companies and _ their 
agents have been loud in their warn- 
ings about the danger of under-in- 
surance—and it is a very real danger. 
But they have said little indeed about 
the premium-wasting extravagance 
of over-insurance. It is true that over- 
insurance is a luxury more prevalent 
among homeowners than among bus- 
iness proprietors, but it happens with 
sufficient frequency among the latter 
—in respect to structures, equipment, 
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and inventory—to be well worth he 
warning. 

There was, for example, the or. 
ganization which insured its proper- 
ty at the purchase price plus addi- 
tions; that is, it insured land and 
foundations as well as the flammable 
structure. It was not until ten years 
later that one of its executives real- 
ized that land and foundations do not 
burn and demanded of the carrier 
why premiums were charged on 
them; he was succinctly told that he 
had fixed the insurable value, not 
the carrier. 


And there was another organiza- 
tion which insured equipment to full 
replacement value, instead of to full 
replacement value less depreciation. 
Only after a devastating fire did its 
directors learn that depreciation must 
be paid out of their own deprecia- 
tion reserves—the carriers do figure 
their settlements at full replacement 
value at the time of the fire, but with 
deduction for depreciation. 


Inventories also can lead to extrava- 
gant premium costs. The set-up which 
operates without seasonal changes in 
its inventory need not sharpen its 
pencil here, provided the inventory is 
accurate. But few organizations, large 
or small, do not experience more or 
less in the way of seasonal fluctua- 
tions. Such fluctuations are often the 
cause of exposure of the insured to 
unnecessary hazards or equally un- 
necessary waste of premium outlays. 


There was the New England es- 
tablishment which was generally over- 
insured during seasonal valleys, but 
frequently underinsured during sea- 
sonal peaks, because it tried to carry 
its insurance on an average annual 
inventory basis. 


It just couldn’t be done. 


By switching to the use of a Month- 
ly Reporting Form, the establish- 
ment was immediately able to main- 
tain its coverage—and premium out: 
lays—in balance with actual inven: 
tory values at all times. Incidentally, 
it reduced its premium outlays close 
to 20 per cent by following this pro- 
cedure. 


To sum up on this important point: 
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insure to current value at all times 
—neither over nor under. 


3—-Buy Deductible 


The use of Deductible Clauses in 
insurance policies provides substan- 
tial premium reductions for insur- 
ance buyers who are willing to pay 
petiy losses themselves while carrier- 
covered against serious losses. 

Although the Deductible Clause 
used in Automobile Collision insur- 
ance is familiar to all car-owners, 
it is not generally known that similar 
clauses may also be arranged in a 
great many forms of casualty, ocean 
marine, inland marine, all physical 
loss forms, property floaters, and ex- 
tended coverage indorsements. 

Similar Deductibles are now being 
planned for use in Fire insurance, to 
meet the needs of buyers quite will- 
ing to waive indemnification on small 
fire losses in return for substantial 
discounts on coverage that will still 
protect them against more serious 
losses. 

The subject of Deductibles is one 
that should be carefully studied by 
all sharp insurance buyers. 


4—Get Better Ratings 


There are two ways to get a better 
rating; that is, a better rate per $100 
of coverage. First, “shop” for it on 
the basis of your present “house- 
keeping.” Second, improve your 
“housekeeping,” via safety measures 
that warrant a lower rate. 

First, carriers and their rating 
bureaus do not always agree on the 
rate for a given risk. A property in 
suburban New York was rated at 
$1.94 for many years. When its own- 
ers engaged a new broker who 
thought that figure was high and 
hustled out to get a lower one, they 
got coverage at 41% cents. Incredible, 
but true. Moral: do some legwork 
_ you take the first man’s word 
or it. 


Second, there was an Upstate New 
York organization which had its ex- 
tremely valuable active stock in a 
room which adjoined the storeroom 
in which it kept its equally valuable 
reserve inventory. There were no sub- 
stantial fire-doors between and if fire 


had started in either room both would ° 


have been devastated for a complete 
loss, 


The danger had been there for 
man years but a new insurance man 
quic -ly spotted it when he took over 
the : ccount, and immediately hauled 
in one of his company’s safety engi- 


neers. The engineer drew rough plans 
for separation of the two hazardous 
departments and then sat down with 
the owners to show them what they 
would save in premiums if his plans 
were followed. They grudgingly 
went along with him but soon dis- 
covered that they were not only sav- 
ing enough to pay for the work 
quickly but were also enjoying great 
operating advantages. 

Such company service is also yours 
freely for the asking. 


5—Consolidate Your Policies 


Substantial premium savings often 
can be made by merely consolidat- 
ing your policies, with a common re- 
newal date for all insurance. 

Take the case of the suburban 
New York business that was carry- 
ing 36 separate Liability, Fire, Auto- 
mobile, and miscellaneous policies 
through five different agents. Total 
premiums were around $8,000 an- 
nually. The executive taking care of 
them was on the verge of a crackup 
trying to meet the multiplicity of re- 
newal dates and various monthly 
premium payments. 

Then the company’s bank suggested 


that a single, competent agent be al- 
lowed to take over all the policies, 
renew them to a common date, and 
then consolidate them. They did. At 
year’s end the new man had rewrit- 
ten the 36 policies into a unified set- 
up that included only five master 
policies covering General Liability 
(including Automobile), Fire, Work- 
men’s Compensation, Plate Glass, and 
Burglary. Everything protected in the 
old 36 policies was equally covered 
in these five, directly or by added 
indorsements—and at an annual pre- 
mium saving of $375 through the 
elimination of duplicate coverages 
found in the old setup. 

Moreover, the bank was now will- 
ing to finance the coverage, automa- 
tically charging the organization’s 
account 10 per cent each month for 
ten consecutive months. The business 
was thus freed of all thought about 
either protection or payments. 

The entire process highlights the 
value of a really competent insur- 
ance man. There aren’t many of them, 
and they are not always easy to find. 
But, definitely, they are well worth 
seeking and finding. 








| use them FREE for 10 days! | 


900 COLLECTION LETTERS 
—THAT BRING IN THE MONEY! 


Ready-to-use for Quick Results 


HERE’S HOW TO PULL IN THE CASH—get the “‘slow pays’’ off your books — 
without wasting time and money! Send today for a Free-Examination copy of the 
Greatest group of credit and collection letters ever put between the covers of a 


Single volume— 


Complete Credit and Collection Letter Book 


by JOHN D. LITTLE 


Each and every one of the 500 letters in this new book has been tho: vughly tested 
and proved successful. Each one is ready for you to use “as is’ or with only slight 
variations to fit your particular needs. You'll find individual letters, as well as 


complete series . . 


. dozens of openings and ‘“‘hooks” to vary your approach .. . 


techniques and ideas ready to go to work for you AT ONCE. 


Just a hint of the gold-mine of ideas you'll get: 
© simple collection “‘heok’’ that brings © successful ways to collect from non- 


in an 89% response— 

© collection series that gets speedy re- 
sults from bad risks — 

© successful 3-stage letter that applies e 3 ways to calm down customers 
increasing pressure—14 ‘‘first let- 
ters’’ that bring in payments— e letters to chronic ‘‘discount chisel- 

© forceful ‘‘one-shot’”’ 
collect accounts charged off as un- e 5 letters to customers whose checks 


TESTED AND PROVED 
SUCCESSFUL IN 
ACTUAL USE 
Remember, all these successful 
letters are ready for you te 
use at once... and any one 
could easily be worth hundreds 
of dollars to you, not only in 
increased collections, but in 
time and effort. Veteran credit 
men are enthusiastic in their 
praise of the ‘Complete Credit 
and Collection Letter Book.’ 
George J. Schatz, Vice-Presi- 
dent of Commercial Factors 
Corporation, says: “‘This book - 
not only supplies ‘know-how,’ 
but also makes available dozens 
of new credit and collection 
ideas.” And W. R. Dunn, Gen- 
eral Credit Manager of Gen- 
eral Foods Corporation says: 
“This book is full of the how- 
to-do-it of making your letters 
human, tactful and effective.’ 


collectible— 


10-DAY FREE TRIAL! ; 
work? Mail the coupon below for a Free-Examination copy of the book today! 
—————MAIL THIS COUPON NOW--~—~-—; 
PRENTICE-HALL, Inc., Dept. 5130-MI, Englewood Cliffs, N. J. 
Please send me a Free-Examination copy of the ‘“‘Complete Credit and Collec- 


tion Letter Book.” Within 10 days | will either remit $4.95 plus postage, 
or return the book and owe nothing. 


City Zone 
| SAVE! Send $4.95 witn this coupon and we will pay postage. Same return 
| orivilege; refund guaranteed. 


profit organizations — 
dozens of fresh variations on the 
tiresome ‘‘please remit’’ theme— 


dunned for bills already paid— 
letter used to ers” — 


have “‘bounced.”’ 


Why not see for yourself how tremendously 
helpful these great letters can be in your 


State 
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Guides to Improve Executive Operation 


KEEPING INFORMED 


Hints On Better LetreERs—Pocket- 

sized booklet contains 48 capsule 
suggestions for improving business 
letters. Single copies 10 cents if re- 
quested on business letterhead. Write 
to Y&Y Publishing, 349 West Ist 
Street, Dayton 2, Ohio. 


MANAGEMENT A1ps For SMALL Man- 

UFACTURERS: Annual Number 5 
compiles in one volume 11 articles 
released originally as separate pub- 
lications in the Small Business Ad- 
ministration series, July 1956-June 
1957. Six private business executives 
are among the authors. 


How 'ro Save 346% oF ProFits— 

AND MaysBe More—Seven-page 
booklet of Cummins-Chicago Cor- 
poration points out that accounting 
. controls alone do not prevent fraud, 
outlines the conditions which make 
fraud possible and tells how they can 
be avoided. Brief bibliography is in- 
cluded. Free. Write to Cummins- 
Chicago Corp., 4740 No. Ravens- 
wood Ave., Chicago 40, Ill. 


DYNAMIC ORGANIZATION PLANNING: 

Report No. 1 — The author, Mel- 
vin E. Salveson, provides a method 
to “relate performance and _ profit- 
ability to organization design” and 
illustrates methods of planning by 
case examples. The author shows 
how the many control systems often 
compete or conflict in decision-mak- 
ing and that methods are needed 
to integrate them. $2.00. Center for 
Advanced Management, New Ca- 
naan, Conn. 





BOOK STAND—For D & B Reference Book 
A necessity for every Credit Department e Saves 
bindings—keeps them firm e Slant page—normal 
reading position—full focus of entire page e Easier 
to turn pages—smaller arc—less weight « Small 
investment pays big dividends e Mahogany and 
special finishes. Send for full details 


ALBERT PAULY—206 Columbia St., Malden 48, Mass. 


To expedite receiving booklets 
described below in this column, 
address all inquiries concerning 
Efficiency Tips to CREDIT AND 
FINANCIAL MANAGEMENT, 229 
Park Av. So., New York 3. N. Y. 


EFFICIENCY TIPS 


793—-GBC Automatic Laminator for 
plant and office use, for permanently 
protecting printed material, photo- 
graphs, artwork with a “plastic 
shield”, is described in literature of 
General Binding Corp. 

v 


794—Sort-O-Mat booklet discusses 

various sorting systems, list of uses, 

sizes and specifications, for speeding 

up prefiling and filing of papers. 

Free, from Yawman & Erbe Mfg. Co. 
v 


795—“A New Concept in Cost Cut- 
ting and Time Saving” is title of 
brochure about portable Microfilm 
Camera of Diebold, Inc., for saving 
clerical overhead by eliminating 
day-to-day copying procedures for 
order and check registers, other tran- 
scribing operations. Free, write us 
for copy. 

v 
796—“Marking And Sealing Ship- 
ments Made Simple,” 24-page book- 
let offered free by Marsh Stencil 
Machine Co., discusses stencil ma- 
chines, rollers and sprays, sealing 
and taping machines; includes ex- 
port marking data. Ask for Cata- 
log M-60. 

7 
797—General Records Poster for 
preparing all accounts payable re- 
cords at one writing, with expense 
distribution as byproduct, is de- 
scribed in Royal McBee Corp. 
brochure S-535. Free. 

. 
798—Host of ways in which to pre- 
sent and protect bound material are 
noted in free book of General Bind- 
ing Corp., “New Dimisions in Plas- 
tic Building.” 

v 
799—Literature gives details and 
specifications of Honeywell 800 all- 
purpose medium-scale data process- 
ing system of Datamatic Div., Min- 
neapolis-Honeywell. For copy, write 
us. 
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BOOK REVIEWS 


Our MopERN BANKING AND Mone. 
TARY SYSTEM—Third Edition. by 
Rollin G. Thomas. 644 pages. $9.25, 
Prentice-Hall, Inc., 70 Fifth Ave., 
New York 11, N.Y. 
e The contents have been changed 
and chapters combined in this edi. 
tion to eliminate material unneces- 
sary to understanding of today’s 
banking and monetary problems, 
Outmoded doctrine has been dis. 
carded in a rewriting of the chapters 
on determinants of the supply of 
money and demand for money, and 
those on relationships between 
money, level of income, prices, and 
employment. 

The dual basic objectives have 
been preserved: to describe the na- 
ture and operations of our money 
and banking systems, and to apply 
modern monetary and banking the- 
ory to today’s domestic and _inter- 
national problems. Credit control is 
discussed in the chapter on “Federal 
Reserve Policy, Treasury Fiscal Op- 
erations, and the Volume of Money.” 


THE Bupcer anp Economic GrowtTH— 
By the Research and Policy Committee of 
the Committee for Economic Development, 
711 Fifth Ave., New York 22, N. Y. Single 
copy, 50 cents; quantity discounts. The 
Committee concludes: (1) Cash budget for 
fiscal 1960 should be brought into balance, 
assuming economic recovery continues; (2) 
Government should plan now for cash sur- 
pluses and debt reduction in subsequent 
years to avoid further inflation; (3) Eco- 
nomic assistance to under-developed coun- 
tries should be enlarged; (4) Hold total 
domestic nonsecurity expenditures to bud: 
get amount; (5) Taxes should be raised if 
a prospective cash deficit is created for 
fiscal 1960. 


INVESTMENT MANAGEMENT. In this second 
edition by Harry C. Sauvain, analysis of 
investment risks and investment policy has 
been brought up to date. Security analysis, 
“the rational selection of securities,” is 
more extensively treated, in six new chap- 
ters. 548 pages. $9.25. Prentice-Hall, Inc., 
70 Fifth Ave., New York 11, N.Y. 


Books reviewed or mentioned 
in this column are not available 
from CREDIT AND FINANCIAL 
MANAGEMENT unless so_inidi- 
cated. Please order from your 
bookstore or direct from the 
publisher. 
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Chart for Management 


618 Handsome Execu-FLEx Chart 
of The Chartmakers Inc. is a versa- 
tile permanent management tool. You 
may have an organization chart one 
day, sales or production costs the 
next; all letters, numbers and mater- 
ials are pressure sensitive and may 
be removed as easily as they are ap- 
plied yet will adhere as long as de- 
sired. Changes and updating may be 
done in minutes by secretary or 
other member of office. Chartmakers 
Inc. will also set up your chart at 
no extra charge. Execu-Flex meas- 
ures 28”x 40”. Attractive walnut panel 
is set off against black lacquer base; 
special sizes and finishes to order. 


Executive Office Security 


619 For personal, private secu- 
rity in the executive office, GUARDEX 
Telephone Cabinet (shown) and simi- 
lar double pedestal Guardex desk 
have been introduced by The Bent- 
son Manufacturing Company. Unit 
carries North American Safe Assn. 
“C” label certifying fire protection 
for at least one hour at 1,700 deg. 
and is equipped with Yale lock of- 


New Equipment t 


US 


fering 10,000 possible combinations. 
Unit rolls out of cabinet on _ball- 
bearing cradle suspension. Inside di- 
mensions of safe are 1214” wide, 
10-44” high, 23” deep, accommo- 
dating letter or legal size folders. 
Wide choice of colors, leg styles. 


Robot Operates Utilities 


620 Scope, Stromberg Central Op- 
erations Panel-Electric, automatically 
turns on and off lights, heating and 
airconditioning, motors, audible sig- 
nals, any of a score of electrically 
actuated devices, to provide a means 
of major cost savings for operation 


of utilities in plants, office buildings, 
similar installations. Device of 
Stromberg Time Corporation may 
be easily installed as flush or sur- 
face unit. Manual controls are also 
incorporated to permit operation at 
unscheduled intervals. Among. its 
unique features: standard single panel 
cabinet provides up to 1440 auto- 
matic, prescheduled programmed op- 
erations daily, over a maximum of 
60 circuits. 


This Department will welcome 
opportunities to serve you by 
contacting manufacturers’ or 
wholesalers for further  infor- 
mation regarding products de- 
scribed herein. Please address 
MODERNIZING, Credit & Finan- 
cial Management, 229 Park Av. 
So., New York 3. 


Modernizing the Office 


on and Reduce Costs 


Better Carton Closure 


621 To cut costs and speed ship- 
ping, the modern design “555” 
Electric Sealer of BETTER PACKAGES, 
Inc. provides fully automatic oper- 
ation, 3” tape in measured lengths 
6”—36”; feeds tape 50 in. per sec. 
Moistening is adjustable for all tape 
brands, says maker. Fingertip length 
selection, special key for unlimited 
lengths. Device moistens and cuts 
reinforced or 60 lb. tapes. Completely 
enclosed and compact, unit has plas- 
tic bottle, built-in thermostatic con- 
trol water heater, illuminated switch; 
operates on 110 v. 60 cycle A.C. 


Lighter-than-Ever 


622 Fully transistorized Portable 
Tape Recorder and Dictating Ma- 
chine of NortH AMERICAN INDUs- 
TRIES weighs only 5 pounds, operates 
on ordinary flashlight batteries and 
may be used anywhere, anytime. 
Device made in Germany records 
up to 70 minutes on standard tape 
and comes complete with own speak- 
er. Ultrasensitive microphone makes 
it useful for conferences, dictation, 
lectures. 
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MARINE MIDLAND 
TRUST COMPANY 


(Concluded from page 19) 


again microfilmed, along with the 
mechanically-produced statement, as 
each customer is billed. Thus all trav- 
eling records are microfilmed twice— 
as they come in to and as they go out 
of the Midland Shopper Credit De- 


partment. 


Customers, who always receive a 
consolidated bill covering purchases 
made from all merchants during 
each 30-day period, have two options 
for handling payments which, inci- 
dentally, can only be made directly 
to one of the eight Marine Midland 
Trust Company offices in the Elmira 
area. 

If the bill is paid within 30 days 
after the rendering of a statement, 
no charge is made by the bank. The 
cardholder, however, may elect to 
pay only 20 per cent of the monthly 
balance, in which case an_ interest 
charge starts after the first 30 days 
- following each monthly charge: 

Just as the billing is done in cycles, 
so are incoming payments spread 
over each month. Thus their posting 
to the customer ledger cards in the 
Cycle Billing pockets is also leveled 
out and posting bottlenecks are never 
a factor with which to contend. 


New Business to Merchants, Bank 


“Although our Shopper Credit 
Plan has been in operation only a 
short time, it’s highly successful in 
the Elmira area,” reports the bank 
executive. “At least 50 per cent of 
the cooperating merchants have had 
from the outset substantial weekly 
activity, and only a small percentage 
of the original 12,000 customers who 
automatically received credit cards 
returned them as unwanted. The 
number of returned cards actually 
was more than offset by requests for 
second or third cards by persons 
who wished to have the service 
available to more than one member 
of the family. 

“Our card holders like the plan 
because it enables them to buy in 
many stores without needing separate 
credit accounts, consolidates payment 
for all purchases, and enables them 
to more effectively fit their purchases 
to their pocketbooks. 

“Elmira area merchants who form- 
erly were forced to forego credit busi- 


HOW ATTRACTIVENESS and effi- 
ciency may be achieved through stand- 
ardization of furniture and equipment 
is illustrated in Elmira, N.Y. Shopper 
Credit Service office of Marine Mid- 
land Trust. Shown are _ Aristocrat 
Executive and Secretarial desks and 
Standard typewriters. Not showing: 
standardized Cycle Billing desks. All 
products of Remington Rand. 


ness because of insufficient capital, not 
enough volume to warrant additional 
clerical help, fear of bad debt losses, 
etc., have substantially improved their 
competitive position and _ increased 
their income since they became af- 
filiated with the plan. 


“For those who did conduct a 
credit business before the advent of 
our plan, it has eliminated losses 
because the bank assumes all credit 
risk, and enables them to immedi- 
ately realize cash from all credit 
sales. Extensive bookkeeping needs 
have also been eliminated for them, 
along with costly billing, collection 
activities, and the like.” 

“From our standpoint,” Mr. 
Wilson concludes, “the plan has been 
good as both a promotional and 
customer relations influence. New 
regular depositors have been ac- 
quired from the ranks of both 
merchants and consumers, while our 
existing customers have expressed 
gratification for having the plan 
made available to them.” 


TIME ELEMENT 
COVERAGES 


(Concluded from page 15) 


element policy” can make such con- 
tinuance much more probable. 
This article has seemed to deal 
with the small business that is “mar- 
ginal” as to capitalization. As Mr. 
Moran inferred, these present the 
biggest challenge to credit managers, 
as they do also to insurance under- 
writers. This is not to infer that the 
businesses with ample capital do not 
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also need this kind of insurarce, 
However, this article is on the sub. 
ject of insurance support of cre it, 
and it is obvious that the big con. 
cerns do not need as much support 
for credit reasons. Incidentally, we 
find, generally, that the larger con- 
cerns have recognized the potential 
“time element loss” and have in. 
sured against it. This is consistent 
with the statement made at the be. 
ginning, that the concerns that are 
good credit risks can usually be as. 
sumed to have proper insurance, 
The one goes with the other. 


Insuring Business Score Sheets 


All insurance on a business con- 
cern could be said to be insuring the 
operating statement and the balance 
sheet—the business score _ sheets, 
With proper insurance those _busi- 
ness score sheets will not be dis- 
torted by unforeseen insurable 
losses and the businessman can price 
his products more accurately. The 
price, of course, must include the 
cost of losses. He can measure that 
accurately by the insurance premi- 
ums. 

I have referred chiefly to insur- 
ance against loss by fire, but these 
kinds of insurance obviously should 
he provided against other perils also, 
such as windstorm, explosion, sprin- 
kler leakage (if the property is 
equipped with automatic sprinklers), 
and, in some cases, earthquake. 
Steam Boiler, Explosion and Ma- 
chinery Breakdown insurance is 
highly specialized. It follows the 
general pattern given in the fore- 
going, but there are variations. 


Call Competent Advisor 


Naturally there are technicalities 
to be resolved in setting up just the 
right kind of insurance plan for each 
insured. That means calling in the 
services of a competent insurance ad- 
visor, be he agent or broker, pro- 
viding him with the necessary facts 
and giving full consideration to his 
recommendations. 

It all adds up to the desirability 
of Time Element insurance as at 
important safeguard for all con- 
cerned—the creditor, the in 
sured himself (the debtor), and the 
public whom the insured serves. It 
demonstrates once again what has 
often been said: “Insurance is the 
handmaid of commerce,” and “In 
surance is the backbone of credi*”. 





WORKMEN’S 
COMPENSATION 


(Continued from page 17) 


companies in advancing the cause of 
safe living on the job, the highway 
and in the home. The results are elo- 
quent, as shown by the following’ 
figures: 


In 1936 there was a countrywide 
average of 42 deaths per hundred 
thousand workmen. 

By 1956 this figure had been re- 
duced to 23 deaths per hundred 
thousand workmen—a reduction of 45 
per cent. 


Insurance companies played a ma- 
jor part in obtaining these results. 

Insurance companies, too, have 
been among the leaders in the field 
of rehabilitation since its early pio- 
neering days. The greatest progress 
in this field has been made since 
World War II, yet one of our mem- 
ber companies organized its own fa- 
cility for rehabilitation as far back 


as 1921. 


The Asseaciation’s Position 


The Association’s position, as pub- 
lished in the pamphlets to which I 
previously referred, states: “The in- 
surance industry accepts the prem- 
ise that physical rehabilitation is 
part and parcel of medical care.” 
Many cases may be cited of individ- 
uals severely injured who have been 
restored to useful employment. In 
1957, after careful study we pre- 
pared, for the assistance of our mem- 
ber companies, suggestions for re- 
habilitation programs to help them 
in their efforts. For effective work in 
this field, of course, the cooperation 
of all parties is necessary, including 
the medical profession and the in- 
jured man himself. 

We believe in the importance of 





“The stresses and strains 
of economic inequities a- 
cross the nation are due pri- 
marily to the very real fact- 
or of inflation since World 
War II. It has been my ex- 
perience that management 
has always attempted to 
make proper adjustments 
to meet changing condi- 
tions. This is also true as to 
compensation benefits.” 


good medical care, naturally, in ad- 
dition to rehabilitation. Over the 
years, much discussion has centered 
on the physician. We feel the prim- 
ary concern should be the welfare of 
the employee. We are not opposed to 
the selection of his physician by the 
employee, but we do feel that his in- 
terest is best served if the services 
of those physicians who are most 
competent to treat his particular in- 
jury or condition are made available 
to him. To accomplish this, as some 
authorities have indicated, some guid- 
ance may be desirable. Labor itself 
has found that free-choice-of-physi- 
cian is unsatisfactory and frequently 
results in inferior care, over-treat- 
ment and excessive costs, as reported 
by the United Mine Workers Welfare 


and Retirement Fund. 


Assures Payment of Compensation 


The insurance industry is heartily 
in favor of prompt and adequate in- 
demnity for the occupationally in- 
jured and their dependents. It is 
here that the value of insurance is 
particularly apparent. One of its 
principal functions is to assure the 
payment of compensation. Lacking in- 
surance, the average employer un- 
doubtedly would be unable to meet 
his liability under the Act and per- 
haps would go out of business. This 
is but one phase of the immense eco- 
nomic function of insurance as a bul- 
wark for all industry today. 


There must be a recognition that 
the workmen’s compensation law is 
for the protection of workers against 
the hazards of employment and not 
an all-inclusive health insurance law. 
If the system should be expected to 
bear those natural health deficiencies 
which may be due to non-occupational 
exposure, it can be expected that the 
dollars available for occupationally in- 
curred cases will be less. 


Prompt payment is a matter of 
pride among insurance companies. 
There is constant effort to improve 
this record. Promptness is stressed in 
the Association’s guide in the han- 
dling cf workmen’s compensation 
claims. The guide is used by many 
companies in the training of their 
claims personnel. 

It is not by chance that in Wis- 
consin payment is made within 15 
days of disability in about 90 per 
cent of the cases, according to the 
Industrial Commission of that state. 
In Michigan, first payment is made 
by insurance companies within two 


‘Millions of dollars have 
been spent by insurance 
companies in advancing the 
cause of safe living on the 
job, the highway, and in the 
home. The results are elo- 
quent.” 


weeks of injuries in 84.4 per cent 
of uncontested cases. In New York, 
according to the latest information 
I have, first payment is made within 
18 days in more than 80 per cent of 
the cases. 

For contrast, let us look at some 
of the monopolistic state funds. The 
average time lapse for first payment 
after injury in Oregon is 32.9 days; 
for Washington, 42.7 days; and in 
Ohio, 55.4 days. These are figures 
obtained from the officials of these 
funds. They are average figures, so 
the time lapse in individual cases 
may be greater. 


Too Much Litigation 


It has been stated that there is too 
much litigation in workmen’s com- 
pensation cases. I agree with this 
contention, although there has been 
a tendency to exaggerate the actual 
extent of such litigation. Red tape 
should be cut to a minimum. The 
fault, however, cannot be placed on 
any one factor or party. In some 
states, unhappily, the laws and rules 
of practice actually encourage litiga- 
tion. In New York there have been 
great improvements in recent years 
in this area. 

I am proud to say that insurance 
has contributed to such improvements 
both by cooperating in the operation 
of new procedures and by making 
suggestions over the years to study- 
commissions and other interested 
parties. It should be recognized that 
a certain percentage of claims is 
not compensable. The area of con- 
troversy, however, is small. Accord- 
ing to the published report of state 
administrators, there were no contests 
in 96 per cent of claims in Florida 
and Michigan; 95.5 per cent in New 
York, and 95 per cent in Wisconsin. 

I believe it is fair to say that only 
10 per cent or less of all cases in 
this country enter litigation. This is 
a good record and we look forward 
to even greater improvement. 

I now turn to a phase of this sub- 
ject that is of particular importance 
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to the insurance industry. Some 
forces favor, and have made the sug- 
gestion, that the Federal Govern- 
ment should control workmen’s com- 
pensation and that a national mo- 
nopolistic fund should be established. 

The decision whether a workmen’s 
compensation system is adequate or 
inadequate should rest with the peo- 
ple of the state involved, and the law 
should reflect the desires of the peo- 
ple of that state. Certain principles 
are basic to the proper functioning 
of the system. The demands made 
upon it will vary from state to state 
due to differences in industrial, so- 
cial and economic characteristics. 
What may be sound policy for one 
state may not be sound for another. 
It is unfair to establish a standard of 
benefits from a high wage industrial 
community for application to a low 
wage non-industrial locality, or to 
apply low benefits to a high wage 
industrial area. 


Therefore, to deny the legislative 
process of the states is to deny the 
propriety of the very basis of our 
constitutional system, which recog- 
nizes the sovereignty of the constituent 
states and the capacity of the people 
to govern. 


Also, advocates of federalization 
feel that it is justified on the basis 
of costs. I disagree. The insurance 
industry disagrees most strongly. Let 
us look at the record on this matter 
of costs. 

It is my very firm belief that in- 
surance companies fully earn the 
premium they receive and that em- 
ployers and labor receive full value 
for the payments made. 


Rates Closely Supervised 


Compensation rates are prepared 
by rating organizations staffed by 
experts and are subject to the very 
close supervision of insurance de- 
partments. 

Rates are constantly under study, 
to provide maximum protection at 
minimum cost. Every effort is made 
to reflect the most recent experience 
and to pass on savings in operating 
costs to the policyholder through the 
operation of rating plans. Experi- 
ence rating plans, moreover, encour- 
age safety activities. 

How well these organizations have 
done their job is indicated by the 
fact that for the latest calendar year 
the experience for all companies, 
country-wide. shows that they escap- 


ed an underwriting loss by the close 
margin of only 1 per cent. The figure 
is very similar to that for overall 
experience throughout the years for 
which figures are available, which 
amount to 1.35 per cent. I would like 
to know how many industries operate 
on as narrow a margin. 


Since 1939, countrywide rates have 
been decreased by 15.3 per cent de- 
spite very substantial increases in 
benefits. If benefits had remained un- 
changed, the reduction would have 
amounted to 45.3 per cent. 


The average countrywide rate is 
only slightly more than $1 per $100 
of payroll. Certainly that is reason- 
able. 

There are also competitive pres- 
sures which serve to keep costs to a 
minimum. An employer can choose 
from the different types of carriers 
the one best suited to his needs. Some 
provide more complete service than 
others. Cost, therefore, varies. Many 


Insurance companies themselve:, 
under competition, strive to reduce 
expenses, yet they feel these must be 
incurred. Surely, prompt payment ct 
compensation, good medical care an: 
rehabilitation and avoidance of injury 
because of a good safety program are 
important to the employee. Fair rates, 
complete service, wider coverage are 
important to the employer. Taxes have 
to be paid. These all add to the cosi. 
Which can justifiably be eliminated? 


If safety is effective, loss rates are 
reduced. Yet could it reasonably be 
contended that the expenditure which 
prevented injury was not worth in- 
curring? Much has been said about 
the allegedly low expenses of mo- 
nopoly funds. Expenses can be cut 
only at the sacrifice of service. We 
have seen that monopoly fund pay- 
ments are slow, to the hardship of the 
injured man and his dependents. 
Their safety work has been gener- 
ally inferior. Their rates have been 
inequitable. It is not surprising, there- 
fore, that many employers in these 


“A better future in Workmen’s Compensation does not lie 
in Federal or State monopoly. Governmental red tape is pro- 
verbial. Let us not enmesh the future of Workmey’s Compen- 
sation in its toils. Let us build instead on the said! foundations 


which free enterprise has already allocated to \serve the best 


interests of both labor and industry.” 





employers have found, however, that 
the greater service is well worth the 
price. Ultimate cost is often thereby 
decreased. This differs markedly 
from the situation in monopoly fund 
states where the employer has no 
choice. He must remain insured in 
the fund regardless of dissatisfac- 
tion with price or service. In Oregon. 
over 10 per cent of employers have 
preferred to reject the compensa- 
tion law altogether rather than to in- 
sure in the fund. 

It has been contended that not 
enough of the premium dollar is used 
in the payment of benefits. This im- 
plies, since the margin of profit is 
very slight and sometimes non-exis- 
tent, that the services provided are 
not worth the cost. I believe they are 
well worth the price. Employers who 
pay this cost apparently agree with 
me. As we have seen, they are free 
to choose among different types of 
carriers. Most have preferred ful! 
service. Supervisory authorities like- 
wise agree since they have approved 
these rates over the years. 
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states retain independent bureaus, at 
a cost of up to 27 per cent of fund 
rates, to provide services which in- 
surance companies supply as a mat- 
ter of course. These funds, moreover, 
are often completely supported out 
of the public treasury, and all of 
them receive direct or indirect sub- 
sidy of some type from the state. 
Monopoly funds, of course, pay no 
taxes. 

I believe the record makes it clear 
that a better future in Workmen’s 
Compensation does not lie in Federal 
or State monopoly. Governmental 
red tape is proverbial. Let us not en- 
mesh the future of Workmen’s Com- 
pensation in its toils. Let us build 
instead on the sound foundations 
which free enterprise has already 
allocated to serve the best interests 
of both labor and industry. 

Both labor and business will see 
to it that we continue to have, with- 
out help from the central govern- 
ment in Washington, a fair law— 
fair to those who pay its cost and to 
those who reap its benefits. 
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Executive Students and Faculty Members at NACM’s Graduate School at Dartmouth College. 


Net Earnings Tell Score: Moran at Dartmouth 


EEPING score is as necessary in 

business as in baseball, and top 
management measures managerial 
performance by its contribution to 
increased net earnings of the com- 
pany, Edwin B. Moran told the 63 
credit and financial executives receiv- 
ing the 1959 Executive Award on 
completion of the three-year course 
of the Graduate School of Credit 
and Financial Management at Dart- 
mouth. 

The School, in operation 10 years 
at Dartmouth, is conducted as sum- 
mer sessions at Amos Tuck School of 
Business Administration, Dartmouth 
College, Hanover, N.H., by the Credit 
Research Foundation of the National 
Association of Credit Management. 
The graduates represent many dif- 
ferent lines of business and industry 
in all parts of the nation. A dupli- 
cate session was conducted in Cali- 
fornia in July at Stanford University 
(Article in September CFM, page 
27). 

Mr. Moran is executive vice presi- 
dent of both NACM and the Founda- 
tion. William P. Layton, NACM’s di- 
rector of education, is executive di- 
rector of the School. 

An Honorary Executive Award, 
made for the first time at the Dart- 
mouth School, was presented to Ran- 
dolpbh W.. Hyde, assistant vice presi- 
dent and assistant treasurer, U. S. Steel 
Company, Pittsburgh, by B. F. Ed- 
wards, Jr., vice president and presi- 


dent’s assistant-personnel, Bank of 
America NT&SA, San Francisco. Mr. 


Edwards is president of Credit Re- 
search Foundation. 


Donald M. Kladstrup, assistant 
general credit manager, Eastman 
Kodak Company, Rochester, N.Y., 
won the Alumni Association Honor 
Merit Award, as the senior who had 
made the outstanding contribution to 
leadership in the class and to the 
School. The presentation was by 
James W. Marsteller, credit mana- 
ger, De Vilbiss Company, Toledo. 

The American Petroleum Credit 


RANDOLPH W. HYDE (left), assist- 
ant vice president and assistant treas- 
urer of United States Steel Co., Pitts- 
burgh, receives Honorary Executive 
Award from B. F. Edwards, Jr., vice 
president and president’s assistant- 
personnel, Bank of America NT&SA, 
San Francisco, and _ president of 
NACM?’s Credit Research Foundation. 


Association Award went to John C. 
Weaver, division credit manager, Na- 
tional Supply Company, Denver. 
James H. Donovan, assistant treas- 
urer, Jones & Laughlin Steel Corpor- 
ation, Pittsburgh, NACM’s immedi- 
ate past president, officiated. The 
Management Study by Mr. Weaver, 
“Practical Application of Oil and 
Gas Liens within National Supply 
Company’s Northwest Division,” was 
adjudged the best in value to credit 
and financial executives and in orig- 
inality of material. 


Improving Executive Performance 


“Successful concerns are striving 
more and more to improve their ex- 
ecutive performance for every man- 
agement position,” Mr. Moran said 
in his commencement address to the 
206 students. “Your participation in 
this Graduate School of Credit and 
Financial Management is evidence of 
your representation of a successful 
and aggressive company. 

“Inevitably, the organization which 
does not develop and strengthen its 
personnel by assisting in providing 
this educational advantage, in order to 
improve executive performance, will 
be left behind in our increasingly com- 
petitive and demanding economy. 

“Keeping score is aS necessary in 
business as it is in baseball, golf or 
football. High standards, objectives 
and goals are equally important in 
all endeavors. 

“Net earnings will always be the 
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HONORS to student winners of Awards at Dartmouth. (Left to right) James W. 
Marsteller, credit manager, DeVilbiss Company, Toledo, presents the Alumni 
Association’s Honor Merit Award to Donald M. Kladstrup, assistant general credit 
manager, Eastman Kodak Co., Rochester; while the winner of the American 
Petroleum Credit Association Award, John C. Weaver, division credit manager, 
National Supply Co., Denver, is congratulated by James H. Donovan, assistant 
treasurer, Jones & Laughlin Steel Corp., Pittsburgh, NACM’s immediate past 


president. 


basic measurement of managerial 
performance, and top management 
will be giving increasing attention to 
your contribution to help your busi- 
ness grow and prosper. 

“Your training here in credit, fi- 
nancial and managerial planning, in- 
itiating, delegating, decision-making, 
communicating, and in developing 
relationships and standards, will be 
most essential to the job you do and 
to improvement of your perform- 
ance and promotability.” 

This year’s Dartmouth session in- 
cluded 14 faculty members, 3 case 
discussion directors, 4 assistant di- 
rectors and 3 conference counselors. 

Dr. Orin E. Burley, professor of 
marketing, Wharton School of Fi- 
nance and Commerce, University of 
Pennsylvania, presented the candi- 
dates for the Executive Awards. They 


were awarded by Dr. John W. Mas- 
land, provost, Dartmouth College. 


Graduates and Companies 


Following are the names and com- 
panies of the graduates. 


ALABAMA 


Mobile—Ernest F. Ladd, senior vice president & 
director, The Merchants National Bank of 
Mobile. 


CALIFORNIA 


Los Angeles—Joseph T. Fagan, credit manager, 
American Potash & Chemical Corp.; John C. 
Rowe, asst. cashier, Bank of America NT&SA. 

Palo Alto—Raymond W. Lytken, asst. vice pres., 
Bank of America. 

San Rafael—Byron G. Framsted, asst. branch 
mgr., Bank of America. 

Santa Rosa—Robert R. Cardoza, asst. branch 
mgr., Bank of America. 


COLORADO 


Denver—John C. Weaver, div. credit mgr., The 
National Supply Co. 


CONNECTICUT 


Stamford—Charles L. Forsman, credit and col- 
lection supervisor, Pitney-Bowes, Inc.; 
Thomas W. Smith III, vice pres., The Nation- 
al Bank and Trust Co. of Fairfield County. 


DELAWARE 
Wilmington—Elvin B. Nichols, asst. product 
eredit mgr., E. I. du Pont de Nemours & Co., 
Inc. 


FLORIDA 


Lakeland—Robert A. Fordyce, chief accountant 
and office mgr., Food Machinery and Chemical 
Corp. 


GEORGIA 


Atlantam—James S. Smith, div. credit mgr., Shell 
Oil Co. 


ILLINOIS 


Chicago—Cornelius A. Henderson, Jr., asst. to 
gen. credit megr., Cities Service Oil Co.; 
Raymond R. Maguire, credit mgr., Midwest 
Div., United States Plywood Corp. 


Park Ridge—Rolf O. Berg, credit mgr., Grocery 
Products Div., General Mills, Inc. 


IOWA 


Des Moines—Grover G. Boring, branch credi 
mer., New Holland Machine Co. 


MARYLAND 


Baltimore—Robert R. Lewis, credit mgr., Joh: 
Deere Plow Co. of Baltimore. 


MASSACHUSETTS 


Boston—Victor C. Mourey, loan officer, Firs 
National Bank of Boston. 

W orcester—Richard J. Callahan, asst. cashier 
Mechanics National Bank of Worcester. 


MICHIGAN 


Detroit—Norman J. Niebel, vice pres. and gen. 
megr., Rediseo of Canada, Ltd. 


MINNESOTA 


St. Paul—Archie Bruder, vice pres., Industrial 
Credit Co. 

NEW JERSEY 

Bound Brook—Harry M. Roberts, asst. vice 
pres., First National Bank of Somerset 
County. 

New Brunswick—John E. Sundman, credit mgr., 
Morrison Steel Co. 

Newark—Peter Cartmell, vice pres., Fidelity 
Union Trust Co.; Leon E. Holliday, credit 
manager, U. S. Steel Supply Div., U. S. Steel 
Corp. 

NEW YORK 

Middleport—Stanley E. Smith, gen. credit megr., 
Niagara Chemical Division, Food Machinery 
and Chemical Corp. 

New York—Arthur L. Carman, credit mer., 
General Mills, Inc.; Robert A. Harris, asst. 
treas., Morgan Guaranty Trust Co.; Cyril H. 
Hebrank, Jr., asst. treas., Morgan Guaranty 
Trust Co.; Henry F. Herlitz, branch megr., 
First National City Bank of New York; 
Llewellyn Jenkins, asst. vice pres., The Han- 
over Bank; Stafford McLean, credit revisor, 
First National City Bank of New York; James 
P. McNamara, asst. secty., Chemical Corn Ex- 
change Bank; John B. Mall, asst. mgr., Chem- 
ical Corn Exchange Bank; Walter J. Naber, 
Jr., credit mgr., Monsanto Chemical Co.; 
James T. Runyon, credit supervisor, Liberty 
Mutual Insurance Co.; William Stavrakos, 
gen. credit mgr., Kayser Roth Corp.; Stanley 
S. Weyant, asst. vice pres., The Hanover 
Bank; Douglas J. Wrenn, credit man, J. P. 
Stevens & Co., Inc. 

Rochester—Donald M. Kladstrup, asst. gen. 
credit mgr., Eastman Kodak Co. 

Syracuse—Wallace O. Jones, regional credit 
mgr., New Holland Machine Co. 


NORTH CAROLINA 


Winston-Salem—Robert D. Shore, asst. treas., 
R. J. Reynolds Tobacco Co. 


(Continued on page 41, col. 2) 


AMONG principals at the graduation exercises at Dartmouth. (L to R) James W. 
Marsteller, who presented the Alumni Award; Randolph W. Hyde, who received 
the first Honorary Executive Award made at Dartmouth; Dr. John W. Masland, 
provost, Dartmouth College, who presented the diplomas; Mr. Donovan, and 
E. B. Moran, executive vice president of NACM and the Credit Research Founda- 
tion, who made the graduation address, 
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BERTEL E. JONSON 


FROM PAGE 10 


protected against a severe and sudden financial burden. 

These adaptations of insurance portray dramatically 
the importance of key personnel to business enterprise. 
More and more Business Life and Disability insurance 
is being utilized where there is an insurable interest— 
but this is still a relatively virgin field. 

Specialists are available to advise in this field where 
the insurance must generally be tailor-made—consider- 
ing the need, values, tax questions, succession, skills, as 
well as present and potential management of a particular 
case. You can frequently perform a valuable service by 
timely suggestion of key man insurance. 


Sole Proprietorships 


In sole proprietorships and partnerships protection 
is provided against hazard by having such owners carry 
sufficient Personal Liability coverage. As individuals, 
they are continuously exposed to claims, through their 
activities as automobile drivers, sportsmen and house 
owners. Usually they are persons of means and re- 
sponsibility, and so become fair game and represent 
potentially larger damage awards. Unless they are cov- 
ered by insurance, their business interests can be jeop- 
ardized. Oftentimes, their principal net worth is their 
equity in the business to which you are extending credit, 
and this hazard bears definite relationship to the security 
of your credit line. 

This whole field of Casualty and Liability insurance 
is often misunderstood or overlooked, yet potentially 
the harm or loss to your account is greater than, for 
example, in fire insurance. 

A building or other tangible asset has a certain cash 
value and, insured or not, a loss through destruction of 
that asset can be no greater than the present cash value. 
Large or small, the loss is certain and measurable. If 
your home burns, you have a known loss, but if you have 
a serious automobile accident, you may be faced with a 
damage award anywhere from a few thousand dollars to 
the hundred thousand range. 


Juries Often Carried Away 


Juries are often carried away and liability claims rep- 
resent substantial sums. Too often, a careful lender or 
credit grantor, who has made certain of the fire in- 
surance, has found to his embarrassment and financial 
loss that he completely neglected casualty or liability 
coverage. 

We can well spend time thinking about casualty 
and liability insurance as it affects credit. It is difficult 
to know where to begin and end. In its very definition, 
casualty insurance covers all fields other than life, fire, 
marine, fidelity or surety. It is often called Third Party 
Liability and Property Damage. It deals with intangibles, 
unknowns, and multiple hazards. It deals with the public 
and with “the sky’s the limit” claim potentials. 


Comprehensive Public Liability Form 


You should consider a Comprehensive Public Liability 
form to guard against overlooking specific hazards—as 


may be the case if several individual policies are utilized. 
Further, you avoid a possible conflict as to which cover- 
age may apply. You may also effect an overall premium 
savings. 

It is also wise to attempt having all your liability 
coverages with one company to avoid being in the mia- 
dle as to who takes care of what. 


Remember, the liability field is far more recent and 
dynamic than traditional fire and marine coverages with 
their established rates and practices. Liability policies are 
more flexible and should be designed to fit the business. 
You should endeavor to obtain minimum exclusions, 
broadest coverage and well considered limits for adequacy. 
Oftentimes a single policy wiin one large limit may serve 
better than many smaller limits for individual policies, 
but this, too, must be weighed in the light of exposures 
peculiar to the business, as a heavy rate in one area may 
offset other advantages. 


In the current tight insurance market (made so by 
heavy claim experience) it is a rather common practice 
to write a primary or basic policy and then arrange ex- 
cess insurance for high limits you need. Such excess is 
frequently with foreign companies, and excess insurance 
takes a more favorable rate because the insurer is not 
concerned with the expense of routine, smaller claims. 


Self-Insurance 


Also, it is common practice to use deductible features 
in liability coverages. However, this makes the customer 
a self-insurer to the extent of any deductible or as to 
any hazard not covered. Self-insurance is a subject in 
itself. Such an account must have resources and facilities 
for self-insurance—the loss may occur before lapse of 
time permits accumulation of reserves. Many firms cap- 
able of self-insurance avoid it in order to obtain claims 
administration, inspection, or other services that profes- 
sionals can perform more advantageously. 

Here is one more illustration of the reasons why 
casualty or liability coverage must be competently sur- 
veyed. Credit men, obviously, would give attention to 
the selection of the carrier, look at the company behind 
the policy— its financial stability, the nature of the un- 
derwriting risks it is assuming, and its manner of han- 
dling claims. 


Duty to Counsel Accounts 


Credit flows all through the insurance field and ade- 
quate insurance is axiomatic in sound credit. We must 
also realize that the commercial credit manager is de- 
termined to aid the sale and distribution of merchandise. 
We daily take risks—including those of inadequate in- 
surance. Nevertheless, we cannot permit our desire to 
beat competition and promote sales to negate our re- 
sponsibilities to point out insurance needs to our ac- 
counts and help them provide adequate coverage for 
their welfare. 

In an editorial a few years ago in CREDIT AND FINAN- 
CIAL MANAGEMENT, the late Henry H. Heimann said: 
“The hazards of business are too well known and there 
are too many of these that cannot be guarded against. 
Why take on hazards you can guard against? To fail to 
protect your business . . . indicates a lack of judicious 
management. Never forget that adequate insurance cov- 
erage is an essential of sound credit.” 
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WALLACE E. JEFFREY 


tainly, a customer who has protected his receivables by 
the purchase of Credit Insurance would be a far more 
desirable risk. 


The daily newspapers continually mention incidents 
where trusted employees have taken money or merchandise 
of the employer which, by the time of the discovery, often 
have accumulated into very substantial amounts. In most 
every instance, the employer’s records have been falsified. 
The amount taken by the employee then immediately be- 
comes a charge against surplus and frequently against 
capital funds. 


A current insurance publication made the following 
comments: “Losses to American business through fraud 
exceeded $1.5 billion during the past year, or over twice 
the amount lost from fires by business. This will ap- 
proximate 314 per cent of corporate profits and last 
year’s disclosures indicate that fraud cases are steadily 
increasing—both in amount and in number of cases.” 

In a recent survey of fraud cases, large numbers of 
embezzlements were tabulated. These showed that al- 
though many company operations are vulnerable to 
fraud, 72 per cent of the amount lost was concealed 
through manipulations of cash disbursements, 15 per 
cent through manipulation of inventory and only 13 per 
cent through manipulation of cash receipts and other 
operations. 

In other words, overnight a good financial statement, 
which justified the credit, becomes a very questionable 
one. Unless this type of loss is reimbursable by a Fidelity 
Bond, it is bound to cause delays in collections and oc- 
casionally only partial settlkements are made following 
bankruptcy. In a similar manner, forgeries on incoming 
and outgoing instruments can change your evaluation 
unless covered by insurance. 


Robberies Increasing 


Robberies and hold-ups are occurring with greater and 
greater frequency. Where a customer’s operations re- 
quire substantial sums of cash on the premises or at 
fixed intervals, such as payrolls paid in cash, they should 
carry adequate insurance against these potential losses. 
If the creditor does not have the coverage it would indi- 
cate that no serious effort has been made-to develop a 
sound insurance program. 

There are various classes of merchandise, of readily 
marketable types, which should be insured against bur- 
glary. The accumulation of inventory, prior to shipments 
to the buyers, is frequently a temptation to burglars who 
use the most modern tools and methods to commit the 
crime. A heavy loss sustained in this manner, not reim- 
bursable by Burglary Insurance, could cause serious 
trouble for suppliers of raw and semiprocessed materials 
sold on reasonable credit terms. 

Of course, use of various forms of Property Insurance 
floaters, covering merchandise away from the manu- 
facturer’s premises, moderates the need of Burglary In- 
surance. 

Credit is often extended where the ability to collect 
could be seriously impaired if Surety Bonds have not 
been required in the first place. In construction, general 
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and sub-contractors should be required to provide Per. 
formance and Payment Bonds. When merchandise is 
ordered and paid for in advance, or sold in advance of 
delivery, Supply Performance Bonds should be requirod 
from the manufacturer of the product. If credit is ¢x- 
tended well in advance of a project, a Completion Bond, 
guaranteeing that the funds will be used only for tha 
specific purpose, should be required. 

The use of commercial credit insurance is increasing 
and the underwriters are steadily improving the cover- 
age to meet more exactly the needs of organizations 
whose accounts receivable are a vital part of their very 
existence. Over a reasonable period of time, the cost 
with good experience is moderate. It serves as protection 
of working capital. A Credit Insurance Policy is a profit 
tool. It should be clearly understood that it is never a 
substitute for a credit department. And, by the way, 
this form of insurance should not be confused with 
Credit Life and Credit Disability Insurance which are 
used only in connection with personal installment loans. 
Here again is an instance where a customer’s insurance 
program which includes Credit Insurance would greatly 
ease the problems of the average credit executive. 


Some Suggestions 


To aid the credit executive in passing judgment on a 
customer’s insurance, the following suggestions are of- 


fered: 


1. If the customer has placed his insurance with well- 
known insurance companies and has selected an agent, 
broker or representative who is known to you to be 
thoroughly experienced and of good reputation, this com- 
bination would materially reduce any cause for worry. 

2. If the response by the customer to inquiries about 
the kinds and amounts of insurance is forthright and 
logical, it becomes obvious that he has given careful 
thought to his insurance requirements. 


3. Recently prepared appraisals, covering buildings, 
machinery and equipment, which are used for the de- 
termination of insurance valuations, would also be reas- 
suring. 

4. If a complete insurance survey has been made by a 
competent insurance organization within the past three 
years, this would be a strong sign that the customer’s 
insurance program is given proper attention. 


Insurance is too frequently thought of as a necessary 
evil, like taxes. Realistically, it can be a great aid, as 
well as a credit comfort. 

There are many thousands of trained and dedicated 
insurance men available to all businessmen. Undoubt- 
edly most in this audience are aware of their own organi- 
zations’ insurance arrangements. A clear grasp of the 
fundamental principles involved and the means of mak- 
ing a broad interpretation of the customer’s attitude 
toward insurance, should be a material item in the final 
determination of whether to grant the desired credit. 


Probably the real reason the dog remains 
man’s best friend is that they’ve never bor- 
rowed any money from each other. 


—Anonymous 


— 





CAN YOU BE COMPLETELY 
HONEST WITH YOURSELF? 


Here is a quick, four-point checklist to rate your own 


current level of job performance and growth potential... 


Do I know all the answers I need to know to do the day-to-day job to my own— 
and my superiors’ —satisfaction? Yes Ey No [| 


Am I absolutely sure that I am now doing my job in the best possible and most efficient 
way? Yes[_| No[_ ] 
If a promotion opened up in my company, would I be among those qualified and con- 
sidered to fill it? Yes [ No 


Do I understand fully how my department’s credit function fits into the company’s 
over-all profit objectives? Yes f=] No [ 


It 1s doubtful if you'll give yourself a perfect score—you can therefore do something to 
improve your knowledge in these deficient areas. Write today for full information about 
the CORRESPONDENCE COURSE im “CREDIT AND COLLECTION PRINCIPLES.” 


MAIL THIS COUPON TODAY ADV ANTAGES OFFERED 


National Institute of Credit, Inc. 
229 Park Ave. So., New York 3, N.Y. 


1) Attached is my check in the amount of 
$60; please enroll me in the Credit and 
Collection Principles course (] 


2) Send me brochures and regis- 


(number) 


tration forms [| 


NAME 





POSITION 





COMPANY_ 


ADDRESS 





—UP - TO - THE - MINUTE - INFORMATION on 
modern credit and collection techniques, practices 
and methods 


—PERMANENT REFERENCE SOURCE to keep 
handy by your desk. Material comes in gold em- 
bossed, leather binder 


—CUMULATIVE CREDIT toward the National 


Institute of Credit Associate and Fellow Awards 


—QUALIFICATION to move into the “Advanced 
Credit” course, now being revised and available in 


1960 


MODERATE EXPENSE—just $60 for individual 


registrants. For groups in excess of six from one 
organization, $48 per person 
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City Refinery were to be destroyed by fire or tornado, 
the immediate net impact on reported earnings would be 
relatively small, since the book value of this refinery is 
far below its replacement cost. However, this refinery is 
an integral part of our operations, and we would have to 
replace it as rapidly as possible if we wished to preserve 
a balanced refining and marketing operation. Whereas 
the immediate net loss to Continental in terms of re- 
duced annual profits might amount to, say, $5,000,000, 
the net cash outlay to replace the Ponca City Refinery 
would exceed $70,000,000. I believe this example should 
suffice to show that insurance is a cash protective device. 


Analyses Are Similar 


The analysis that the insuranee man makes in deciding 
to purchase property insurance coverage is similar to 
that which the credit man makes in extending credit. Ii- 
surance managers often like to refer to themselves as 
risk managers. | am sure that many of you credit men 
feel this title would apply to you as well. The insurance 
man means he must analyze the degree of risk involved 
in the company’s operations and then decide to purchase 
the proper insurance coverage or to self-insure. 


It is not enough to know the total size of the property 
to be insured or self-insured. lts composition, its exposure 
to hazards, and the ability of the company to withstand 
a self-insurance loss must be known as well. 


Now to be more specific about the various types of 
property insurance. Fire and Extended Coverage is the 
basic property insurance, and its coverages against loss 
are reasonably well known. They are losses from fire, 
lightning, explosion, windstorm, hail, riot, riot attending a 
strike, civil commotion, falling aircraft, self-propelled 
vehicles, smoke, and water damage. Besides these 
standard coverages, protection may be purchased against 
sprinkier leakage, earthquakes, and floods. Sometimes 
these latter coverages will take the form of a separate 
policy, sometimes indorsements to the Fire and Ex- 
tended Coverage Policy. 

Insurance coverages may also be purchased for dam- 
age caused by the explosion of steam boilers and other 
steam pressure vessels, explosion or disintegration of 
flywheels, pulleys, turbines, and so on. This insurance is 
commonly called Boiler and Machinery insurance. 

Then there is a host of special insurance coverages to 
protect against rail and air transportation hazards. 

The insurance industry romantically refers to ocean 
hazards as “Perils of the Sea and on the Sea.” Marine 
insurance covers the damage to marine vessels and ma- 
rine cargoes resulting from burning, sinking, stranding, 
collision, or breakage of machinery. 

A last form of property insurance coverage is Busi- 
ness Interruption insurance, sometimes called Use and 
Occupancy insurance, which is designed to protect you 
against the loss of profits or the loss of use of a property 
after that property has been destroyed by one of the 
hazards we have described. It can be an important 
coverage and of interest to the credit man. 

It is easy to see that property insurance should be 
tailor-made to every company’s needs and operations. 
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One may make only a few generalizations on individual 
company needs. The need for property insurance is 
high when a company has a large proportion of its ¢s. 
sets in fixed assets, hence, little cash; a geographical 
concentration of values; a concentration of supply 
sources and markets for its finished products; and when 
it is “thin” financially. 

On the other side would be a company with a high 
proportion of total assets in cash and accounts receiy- 
able; where the operations are widespread; where no 
one operation carries a relatively large value in terms of 
the total value of the assets; where the company is very 
strong financially and is making a good profit; and where 
the management is disposed to take some risks of self- 
insurance. 

In the oil industry, you will find all shades of opinion 
on degrees of self-insurance. At one time, numerous large 
oil companies were complete self-insurers. While these 
companies had never purchased insurance, they had cre- 
ated substantial self-insurance reserves over the years. 
One company recently showed a self-insurance reserve 
of over $50,000,000 on its balance sheet. Another group 
of oil companies have been full insurers and have bought 
every insurance coverage available. For many years, Con- 
tinental Oil was in this latter class. If we were to gen- 
eralize about the oil industry now, I would say that both 
groups are moving toward a middle road. 


Each company must examine its own risks and spread 
of risks to determine how much insurance it should 
purchase on its properties. Needless to say, enough in- 
surance should be purchased so that the cash and the 
credit of the company are not in jeopardy. 


Finally, let me say a few words about the protection 
of the credit of our customers through insurance. The 
oil industry as a general rule does not require customers 
to provide evidence of insurance as additional security 
for credit granted. Only in special instances do we even 
inquire as to the customer’s insurance program. Obvi- 
ously, this results from the fact that our product is a 
consumable item with a high inventory turnover. Also, 
credit terms in the industry seldom exceed thirty days. 
However, credit sellers of heavy industrial equipment, 
such as drilling rigs, usually require insurance. Some- 
times the manufacturer retains the title to the eyv ipment 
until it has been paid for, and he maintains a blanket 
insurance policy which covers both the manufacturer and 
the purchaser. 

I repeat that the interests of the credit manager and 
the insurance manager are fairly similar. Both are con- 
cerned with the protection afforded cash. Certainly the 
credit man cannot expect to be an expert insurance man 
or vice versa. It would seem, however, that the credit 
man as a member of the financial management of his 
company needs to inform himself as to the underlying 
insurance philosophy which is being adopted by his own 
company, by his contractors, and by his customers. 

While he may not know the technical details of the 
property insurance coverages, he should be able to make 
some judgments as to the degree of risk which a com- 
pany is taking in its insurance program and whether the 
company seems justified in taking such risks. The current 
assets which are subject to depletion in the event of a 
catastrophe to an uninsured fixed asset will not provide 
cash for payment of bills. 
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CALENDAR OF EVENTS IMPORTANT TO CREDIT 


Cu1caco, ILLINOIS 

October 4-7 

Annual Fall Conference of Robert 
Morris Associates 


¢ 


SEATTLE, WASHINGTON 

October 7-10 

NACM Credit Management Work- 
shop 


£ 
OmaHaA, NEBRASKA 
October 14-16 
Tri-State Credit Conference, repre- 


senting Iowa, Nebraska and South 
Dakota 


2 
MEMPHIS, TENNESSEE 
October 14-16 
All Southern Credit Conference 


£ 
SyRaAcUSE, New YORK 
October 15-17 
Tri-State Credit Conference, includ- 
ing New York, New Jersey, Eastern 
Pennsylvania, and Maryland 


& 
Cuicaco, ILLINOIS 
October 16-17-18 
Midwest Credit Women’s Conference 


£ 
Boston, MASSACHUSETTS 
October 20-21 
New England District Credit Con- 
ference, including Connecticut, 


Maine, Massachusetts, New Hamp- 
shire, Rhode Island and Vermont. 


& 
Quincy, ILLINOIS 
October 21-23 
Quad-State Credit Conference, in- 
cluding Missouri, Kansas, South- 
eastern Iowa and Southern Illinois. 


& 
CLEVELAND, OHIO 
October 22-23 
Ohio Valley Regional Credit Confer- 
ence, including Ohio, Western 
Pennsylvania, West Virginia, Ken- 
tucky and Eastern Michigan, 
£ 
Toronto, Ont., CANADA 
November 23-24 


NACM Credit Management Work- 
shop 


SANTA BARBARA, CALIFORNIA 

January 21-23, 1960 

Sixth Annual California Credit Man- 
agement Workshop 


2 
Cuicaco, ILLINOIS 
February 18-19, 1960 
NACM Credit Management Work- 
shop 


¢ 


Dauias, TEXAS 

April 20-22, 1960 

Annual Conference oi the Southwest 
Petroleum Credit Association 


& 


St. Louis, Missourt 
May 15-19, 1960 
64th Annual Credit Congress 


Deaths 


Miss Ann E. Jamison Dies; 
Founded Jewelers Group 


Miss Ann E. Jamison, president 
of the Murdock Jewelry Company 
and former director of the Minne- 
apolis Credit and Financial Manage- 
ment Association, was founder of the 
Jewelers Group of the association, 
of which she had been a member 
28 years. 

Miss Jamison in 1943 founded a 
permanent scholarship for the Min- 
neapolis Wholesale Credit Women. 
She was a past president of their 
Group. 


Roy Ingmundson 


Roy Ingmundson, past president 
of NACM Minneapolis unit, who 
died at 87 years, had retired only a 
few years ago. 


DARTMOUTH GRADUATES 


(Concluded frors page 36) 


OH:O 
Akron—William L. Smith, asst, vice pres., First 
National Bank of Akron, 
Canton—James F. Miller, credit representative, 
Republic Steel Corp. 
Cleveland—Charles S. Volz, credit mgr., Amer- 
ican Steel & Wire Div., U. S. Steel Corp, 


PENNSYLVANIA 


Bethlehem—John Taft, vice pres., Union Bank 
and Trust Co. of Bethlehem. 

New Holland—W. Frank Simmers, regional 
credit mgr., New Holland Machine Co. 

Philadelphia—G. Morris Dorrance, Jr., vice 
pres., The Philadelphia National Bank. 

Pittsburgh—E. Merrill Brethauer, credit mgr., 
Williams & Co., Inc.; Wain R. Chadwick, 
credit mgr., Pittsburgh Coke & Chemical Co.; 
Joseph M. Dougherty, asst. credit mgr., Na- 
tional Tube Div., U. S. Steel Corp.; John H. 
Ferguson, asst. mgr. of credit, Jones and 
Laughlin Steel Corp.; Robert J. Frysinger, 
gen. credit mgr., American Bridge Div., U. S. 
Steel Corp.; Carl L. Hester, credit analyst, 
Allegheny Ludlum Steel Corp.; Carl E. Ull- 
man, gen. credit mgr., American Radiator 
and Standard Sanitary Corp. 


TENNESSEE 


Memphis—James C. Jones, asst. credit megr., 
Memphis Furniture Manufacturing Co. 


TEXAS 


Houston—Paul W. Crawford, asst. credit megr., 
Gulf Oil Corp. 


VIRGINIA 


Tazewell—James C. Cox, asst. secty.-treas., 
Jewell Ridge Coal Sales Co. 


WISCONSIN 


Milwaukee—Robert W. Smith, asst. gen. credit 
megr., Joseph Schlitz Brewing Co. 


CANADA 


Hamilton, Out.—¥F. Irvine Ryckman, asst. credit 
mgr., Steel Co. of Canada, Ltd. 

Montreal, Que.—John M. Ryan, mgr. sales & 
advertising accounting dept., Imperial Tobac- 
co Co. of Canada, Ltd. 

St. Catharines, Ont.—William E. Plumer, asst. 
seecty., Thompson Products, Ltd. 


DENMARK 
Copenhagen—William F. Burgess, asst. megr., 
General Motors Acceptance Corp. 


Petroleum Capital Investment 
Drops 8% and Earnings 20% 


Despite increased crude produc- 
tion, refinery runs, and consump- 
tion, Free World petroleum earnings 
were off 20 per cent last year, and 
capital expenditures were down 8 
per cent, says Frederick G. Coqueron 
in a survey for Chase Manhattan 
Bank. The $10.5 billion capital ex- 
penditures were almost evenly 
divided between the United States 
and free foreign countries. 

Consumption exceeded supply in 
this country. 


PERSONNEL MART 


Credit & Financial Executive 
EXPERIENCED EXECUTIVE is available. 
Fifteen years in credit and financial 
management with leading electrical 
appliance manufacturer, handling 
distributor-dealer-consumer relations 
in multi-state territory. Prior exper: 
ience in association and commercial 
consumer credit and collection, Will 


relocate. CFM Box #478, 
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ON THE 
Personal Side 


Atvin V. MITCHELL, credit man- 
ager since 1953 of the Chicago office 
of Johns-Manville Corporation, has 
been named general credit manager 
of the company at New York head- 
quarters, it was announced by Joseph 
L. Wood, treasurer. Mr. Mitchell 
went from First National Bank of 
Chicago to Johns-Manville in 1937, 
as credit supervisor at Chicago. He 
attended Northwestern University 
and is a member of the Chicago- 
Midwest Credit Management Associ- 
ation. 

Ricuarp M. Davis, Jr. has been 
named credit manager at Chicago to 
succeed Mr. Mitchell. A graduate of 
Tulane University, 1949, he began 
with Johns-Manville as credit super- 
visor, New Orleans, the same year. 


S. E. MacArtuur, treasurer and 
director, Federal-Mogul-Bower Bear- 
ings Inc., Detroit, has been named 
vice president-finance. He went with 
Federal-Mogul in 1942 from U.S. 
Gypsum Company of Chicago, ad- 
vancing from assistant controller to 
controller, to treasurer in 1952. He 
is a member of taxation committee, 
National Association of Manufac- 
turers, and past president Controllers 
Institute of America, Detroit control. 


CLARENCE S. ANDERSON has been 
named assistant manager of the credit 
division, California Spray-Chemical 
Corporation, at the Richmond, Calif. 
home office. 


Cuares W. ReBHuN, formerly as- 
sistant secretary and credit manager, 
has become controller, United Engi- 
neering & Foundry Company, Pitts- 
burgh. From Duquesne University 
(B.Sc. in Eco.) he began with United 
in 1925 as clerk in the invoice de- 
partment and held the position of 
general accountant prior to becoming 
assistant secretary in 1943. He is 
past president National Institute of 
Credit, Pittsburgh Chapter, has 
served on the credit education com- 
mittee of the Credit Association of 
Western Pennsylvania, is a member 
of its Foreign Credit Club and of 
the Zebras. 


Ernest I. Kitcup, board chair- 
man and president, Davol Rubber 
Company, Providence, has been 
named to the board of trustees, 
Citizens Savings Bank, Providence. 
Mr. Kilcup is a past president, Na- 
tional Association of Credit Man- 
agement 1933-34. 


A. U. SIMEoNE has been named 
credit manager, Knapp Monarch 
Company, St. Luuis, to succeed G. W. 
Pitcher, who retired after 24 years 
with the company. Mr. Simeone was 
assistant credit manager for six years. 
He is a graduate of Washington U, 
St. Louis, and holds the certificate 
in management covering. courses 
sponsored by Washington University 
in cooperation with the National In- 
stitute of Credit, St. Louis Chapter. 
In the St. Louis Association of Credit 
Management he has served as chair- 
man of the Electrical Manufacturers 
Group. 

Mr. Pitcher, who also held the 
title of secretary, begins a new 
career, aided by his wife, in the 
drapery and interior decorating bus- 
iness in Largo, Fla. He has been 
active in credit association progress 
in Kansas City and St. Louis, for 
almost four decades. 


Epwin WEISER has advanced to 
vice president, Renart Sportswear 
Corporation, New York City. He 
continues as controller. He is a mem- 
ber of the national panel, Arbitra- 
tion Association. 


C. ANDREW Prtas has advanced 
from assistant controller to vice 
president and_ treasurer, Gough 
Industries, Inc., Los Angeles. 


JaAmMEs FE. SHIVELY, assistant 
cashier, was promoted to assistant 
vice president, First and Merchants 


National Bank, Richmond, Va. 


CuHarRLEs B. BuRKHART has been 
named president, Naegele Advertis- 
ing Companies, Inc., Milwaukee. 
James C. Root has been appointed 
vice president of the Naegele parent 
company and director of sales. 
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A. U. SIMEONE EDWIN WEISER 
Everett A. Wickstrom has be- 
come credit manager for New Britain 
(Conn.) division of The American 
Hardware Corporation. With the 
company since 1946, he became 
assistant credit manager in 1957. 
He attends the NACM Graduate 
School of Credit and Financial 
Management, Dartmouth. 


CuarLtes E. Wuirsetr has ad- 
vanced from assistant credit man- 
ager to credit manager, Link-Belt 
Company, Chicago. He succeeds 
Evan B. Vickers who has retired 
after 41 years with the company. A 
graduate of Northwestern University, 
Mr. Whitsett had been assistant 
credit manager of the company for 
12 years. Earlier he held a similar 
post for seven years with Link-Belt 
Speeder Corporation, in Cedar 


Rapids. 


Harry STANHOPE, Jr. has _ been 
appointed general supervisor of bud- 
get and cost analysis section in 
the accounting department, Jones & 
Laughlin Steel Corporation, Pitts- 
burgh. In his new post Mr. Stanhope 
will have responsibility for all phases 
of financial control down through 
plant level. 
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AUTO-STAT 


& . The Only ONE-STEP Copymaker 


ore! 


that COPIES EVERYTHING 


INSTANTLY—ELECTRICALLY 


Why settle for part-time copying methods 
when it is so easy and fast to copy every- 
thing with an Apeco Uni-Matic Auto-Stat? 
Just one step ‘‘In and Out’’ will copy 
letters, invoices, receipts, charts, blue- 
prints, bids, reports, quotations, photo- 
graphs, etc.—every paper, every color— 


Get the complete story in this NEW FREE BOOK 


Attached Air Mail Postage Paid Reply Card 
Wil/ Rush Your Free Book to You 


16 full-color pages packed with illustrations and facts that 
point out the many applications and advantages of Apeco 


Uni-Matic Auto-Stat copying. 10 minutes of reading that can 


save thousands of dollars annually for your business. 


APECO 


one or both sides. You get clear, sharp, 
black on white copies—easy to read— 
error-proof. It is handsome, compact, and 
lightweight. Offers hundreds of time and 
money saving uses for every business at a 
price well within the budget of even the 
smallest firm. 


American Photocopy Equipment Company 
2100 West Dempster Street ¢ Evanston, lilinois : 





Announcing— 


oh 


NEW-—REVISED 
1960 EDITION 


CREDIT MANUAL 


of 


AMONG NEW LAWS DETAILED 


ONLY in the 1960 CREDIT MANUAL will you find in one volume 
the many changes in Federal and State laws enacted in 1959... 
Vital to credit operation in Bankruptcy matters are the several 
amendments to the Federal Chandler Act . . . Many new laws and 
substantial changes in existing laws resulted from sessions of the 
legislatures of 47 states including Alaska and Hawaii . . . Sales 
and Use Taxes were adopted or increased in six states .. . Arkansas 
and Texas adopted the Uniform Trust Receipts Act, and stricter 
statutory control of Retail Instalment Contracts was voted in seven 
states . . . Amendments on Assignment of Accounts Receivable were 
voted in four states . . . Two enacted new Factors’ Lien statutes; 
four amended theirs . . . The trend toward increasing the amount 
of property or wages Exempt from Execution was reflected by 
changes in seven states . . . Bad Check laws were amended in four 


. . . Details of these and many more enactments will be in the 


1960 CREDIT MANUAL. 


SPECIAL PRE-PUBLICATION OFFER 


Special pre-publication price to N.A.C.M. mem- 
bers is $9.60 (a saving of $2.40). 


FREE—valuable booklet-—NO CHARGE 


“WHAT TO LOOK -FOR in 
FINANCIAL STATEMENTS” 


to you if you send your check with this pre- 
publication order. 


COMMERCIAL LAWS 


INVALUABLE AID TO ALL CREDIT MANAGERS 


Frequently referred to as the CREDIT MANAGER'S 
BIBLE—a practical, up-to-date guide to Credit and Sales 
Management every day problems and legal aspects of 
the credit function, presenting the gist of laws and 
regulations, Federal and State, which affect Sales and 


Credit. 
ACCURATE AND CONDENSED REFERENCE BOOK 


to effectively meet your needs in the uncertain and com- 
petitive months ahead, providing answers to your legal 
problems in clear, concise layman's language, answering 


your legal questions from receipt of order to collection 
of the account. 


CAN SAVE YOU THOUSANDS OF DOLLARS 


in handling the vital sales and credit problems that arise 
regularly and daily in your credit odie and collections. 


ORDER FORM 


NATIONAL ASSOCIATION OF CREDIT MANAGEMENT 
229 PARK AVENUE SO. 
NEW YORK 3, N.Y. 


Please enter this reservation order for | copy 
1960 CREDIT MANUAL OF COMMERCIAL LAWS 
at the Special pre-publication price of $9.60 to members 


NAME 
COMPANY 
STREET 


CITY 
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